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SIGNIFICANT ITEMS 


Adoption of Amendment of Rule 
17a-7 under the Investment Com- 
pany Act of 1940 to Qualify for 
the Rule’s Exemptive Relief the 
Purchase or Sale of Securities 
Principally Traded in the Over-The- 
Counter Market Subject to Speci- 
fied Criteria and of an Amendment 
of Item 2.07 of Form N-1R and of 
the EDP Attachment to Form 
N-1R under the Act. 











This listing does not affect the legal status of any 
document published in this issue. 


Announcements 
33-5526 


Enforcement 
LR-6507 


LR-6512 


LR-6515 


Notice of Public Fact-Finding 
Investigation in the Matter of 
Beneficial Ownership, Takeovers 
and Acquisitions by Foreign and 
Domestic Persons 
Comments to be received by 
October 11, 1974. Public hear- 
ings tentatively scheduled for 
November 12, 1974. 


SEC v. Charter Diversified Service, 

et al. 

Complaint filed - Special counsel 
appointed in the above-captioned 
matter to conduct full investiga- 

tion of affairs of The Funds, etc. 

SEC v. United States Tank Car 

Corporation, et al. 

Complaint filed in case involving 
leasing of railroad tank cars. 

SEC v. Clendenin Corp., et al. 
Default judgment entered perma- 
nently enjoining defendants 
from further violations of anti- 
fraud, registration and false- 
filing provisions of securities laws. 














SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5526/September 9, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11003/September 9, 1974 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8488/September 9, 1974 


NOTICE OF PUBLIC FACT-FINDING INVESTIGATION 
IN THE MATTER OF BENEFICIAL OWNERSHIP, 
TAKEOVERS AND ACQUISITIONS BY FOREIGN AND 
DOMESTIC PERSONS 


File No. 4-175 


The Securitiesand Exchange Commission announced today 
that it has ordered a public investigatory proceeding, includ- 
ing public hearings, to ascertain facts, conditions, practices 
and other matters relating to beneficial ownership, take- 
overs and acquisitions by foreign and domestic persons in 
light of the statutory purposes underlying the Securities 
Act of 1933 (‘‘the Securities Act’’) and the Securities Ex- 
change Act of 1934 (“the Exchange Act”), particularly 
certain amendments to the Exchange Act which were 
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enacted in 1968 and 1970 (‘‘the Williams Act’’). 1/ The 
purpose of this investigatory proceeding is to develop a 
factual basis for determining whether it is necessary or 
appropriate in the public interest or for the protection of 
investors for the Commission to adopt or amend rules, 
regulations and forms under the Securties Act and the 
Exchange Act and/or to recommend further legislation to 
the Congress concerning these subjects. Although the pro- 
ceeding is investigatory in nature, it is not being conducted 
for enforcement purposes. 


|. Beneficial Ownership 


The disclosure requirements of the Williams Act, with re- 
spect to both completed acquisitions and proposed tender 
offers, are triggered whenever a person (or group of per- 
sons) becomes or would become, directly or indirectly, the 
beneficial owner of more than 5 per centum of a class of 
equity securities specified in Subsection 13(d) of the Ex- 
change Act. The term “‘beneficial owner” is not defined 

in the Exchange Act or in rules adopted pursuant to the 
rulemaking authority set forth in the Williams Act Amend- 
ments to the Exchange Act. 


The concept of beneficial ownership, however, is not 
limited to the Williams Act. As enacted in 1933, Item 6 of 
Schedule A of the Securities Act requires, among other 
things, disclosure of certain information regarding per- 
sons, if any, ‘““owning...beneficially...more than 10 per 
centum of any class of stock of the issuer.” Based in part 
on that provision of Schedule A, various registration state- 
ment forms promulgated under the Securities Act require 
disclosure of certain information regarding persons bene- 
ficially owning specified percentages of certain classes of 
securities. 2/ Similarly, various forms for registration state- 
ments, 3/ reports 4/ and proxy schedules 5/ under the 
Exchange Act require disclosure of certain information 
regarding persons beneficially owning specified percentages 
of certain classes of securities. The terms “beneficially 
owning” and “beneficial owner” are not defined in the 
Securities Act or the Exchange Act or in any rules pro- 
mulgated thereunder for the purposes of registration state- 
ments, periodic reports or proxy materials, although the 
term “beneficial ownership” is defined for certain purposes 
of Subsection 16(a) of the Exchange Act. 


The Commission is aware that there are certain questions 

as to whether there is adequate disclosure to the investing 
public regarding who possesses voting rights and other bene- 
fits of ownership of securities of publicly owned issuers. 6/ 
Inasmuch as the term “beneficial owner” is essential to an 
understanding of and compliance with the disclosure re- 
quirements of the Securities Act and the Exchange Act, 

the Commission has authorized this proceeding to consid- 
er, among other things, whether a definition of the term 
“‘beneficial owner” should be adopted. 


It should be noted that the term “beneficial owner” is 
contained in Subsections 16(a), (b) and (c) of the Exchange 
Act. In light of certain rules promulgated under Section 16 
by the Commission and in light of the substantial case law 
which has developed, the Commission has determined not 
to consider this area as a subject matter of the investigation. 
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ll. Takeovers and Acquisitions 


The Congressional intent in enacting the Williams Act was 
to require: 


the disclosure of pertinent information and ... afford 
other protections to stockholders (1) when a person 
or group of persons seeks to acquire a substantial 
block of equity securities of a corporation by a cash 
tender offer or through open market or privately 
negotiated purchasea and (2) when a corporation 
repurchases its own equity securities. 7/ 


This approach of disclosure and other egulatory protec- 
tions was considered necessary because: 


The competence and integrity of a company’s 
management, and of those persons who seek man- 
agement positions, are of vital importance to stock- 
holders. Secrecy in this area is inconsistent with 
the expectations of the people who invest in the 
securities of publicly held corporations and im- 
pairs public confidence in securities as a medium 
of investment. 8/ 


However, in adopting this approach, Congress took: 


extreme care to avoid tipping the balance of 
regulation either in favor of management or 

in favor of the person making the takeover bid. 
The bill is designed to require full and fair dis- 
closure for the benefit of investors while at the 
same time providing the offeror and management 
equal opportunity to fairly present their case. 9/ 


In order to implement immediately those provisions of the 
1968 Williams Act Amendments which were not self- 
executing upon their effectiveness, the Commission adopted 
temporary rules and regulations under Subsections 13(d), 
13(e), 14(d) and 14(f) in Exchange Act Release No. 8370 
(July 30, 1968) and amended such rules shortly there- 
after in Exchange Act Release No. 8392 (August 30, 1968). 
Based upon approximately two years of experience with 
the statutory amendments and the temporary rules pro- 
mulgated thereunder, the Commission returned to Con- 
gress and, upon passage of the 1970 Williams Act Amend- 
ments, again amended such rules in Exchange Act Release 
No. 9060 (January 18, 1971). In addition, the Commis- 
sion had adopted various rules relating to short-tendering, 
to trading by persons interested in certain distributions, 
and to purchases by a bidder outside of tender offers, pur- 
suant to its rulemaking authority under Subsection 10(b) 
of the Exchange Act. At the present time, the Commission 
is considering comments from interested persons on a pro- 
posed Rule 13e-2 under Subsection 13(e) of the Exchange 
Act and a related proposed amendment to a rule under 
Subsection 10(b) of the Exchange Act (see Exchange Act 
Release No. 10539, December 6, 1973). The investigatory 
proceeding will not consider any matters within the pur- 
view of that proposed rule. 


The Commission is aware that there are certain questions 
as to whether the present schedules, rules and regulations 
under Subsections 13(d), 14(d) and 14(e) of the Exchange 
Act provide adequate disclosure and other protections 
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to investors with respect to acquisitions and takeover 10/ 
or provide adequate guidance to persons effecting such 
transactions. Similarly, the Commission is aware of Con- 
\Wgressional concern in these areas and of apparently varying 
judicial decisions regarding certain of these matters. Ac- 
cordingly, the Commission also has authorized this pro- 
ceeding to consider various issues and problems dealing 
with acquisitions and takeovers by foreign and domestic 
persons as set forth below. 


\ll. Specific Inquiries 


The investigatory proceeding, which will be conducted by 
the Division of Corporation Finance, will examine the 
following general topics including, but not limited to, 

the specific inquiries thereunder. Among other things, 

the proceeding will consider, with respect to each inquiry, 
whether the Commission does have or should seek the 
authority to take the action set forth therein. 


A. Scope of the Term “Beneficial Owner” 





A-1. Whether the Commission should define the term 
“beneficial owner” for the purposes of Subsections 
13(d) and 14(d) of the Exchange Act. 


A-2. Whether the Commission should define the 
term “‘beneficial owner” for the purposes of the 
disclosure requirements of registration statements, 
periodic reports, and proxy and information state- 
ments filed under the Securities Act and the Ex- 
change Act. 
7 A-3. Whether a definition, if adopted, should in- 
clude any or all of the following: (a) a person who 
holds with the power to vote (i.e., record holder); 
(b) a person who has or shares the power to direct 
the sale or voting of securities; (c) a person who 
has the right to receive economic benefits from 
securities. 





A-4. Whether the Commission should adopt special 
rules or procedures relating to persons subject to 
jurisdications whose laws permit or require bank 
secrecy procedures and/or bearer shares (i.e., equity 
securities recorded on the issuer’s books in the name 
of “Bearer”’). 





B. Scope of the Terms “Tender Offer” and “Request or 
Invitation for Tenders” 


B-1. Whether the Commission should define the 
terms “‘tender offer’ and “request or invitation 
for tenders” for the purposes of Subsection 14(d) 
of the Exchange Act. 


B-2. Whether such definitions, if adopted, should 
include or exclude or whether the Commission 
should specifically exempt from Subsection 14(d), 

in whole or in part, under all or certain circum- 
stances, any or all of the following: (a) open market 
transactions; (b) offers or invitations to a limited 
number of persons; (c) privately negotiated tran- 
sactions. 















































C. Scope of Certain Other Terms 


C-1. Whether the Commission should define the term 
“acquisition” for purposes of Subsections 13(d) and 
14(d) of tiie Exchange Act. 


C-2. Whether the definition, if adopted, should in- 
clude or exclude any or all of the following: (a) 
gifts; (b) inheritances; (c) contracts to purchase 
securities on a future date or upon the happening 
of a future event. 


C-3. Whether the Commission should define the 
term “group” or otherwise adopt rules for the pur- 
pose of Subparagraph 13(d)(3) of the Exchange Act 
in order to provide greater certainty with respect to 
the commencement and termination of a group’s 
reporting requirements. 


D. Disclosure Requirements 


D-1. Whether the Commission should adopt sepa- 
rate schedules setting forth disclosure requirements 
for filings pursuant to Subparagraphs 13(d)(1) and 
14(d)(1) of the Exchange Act. 


D-2. Whether the Commission should expressly 
require disclosure of any or all of the following 
information for filings pursuant to Subparagraphs 
13(d)(1) and 14(d)(1): (a) breakdown of bene- 
ficial owner’s voting authority—sole, shared, or 

none; (b) present and proposed relationships between 
beneficial owner or bidder and issuer (e.g., debtor- 
creditor); (c) regulatory requirements for or resulting 
from an acquisition (e.g., approval by Civil Aeronau- 
tics Board); (d) anti-trust considerations; (e) financial 
statements and other information regarding any 
bidder. 


D-3. Whether the Commission should amend the 
disclosure requirements, presently set forth in 
Schedule 13D, for filings pursuant to Subparagraphs 
13(d)(1) and 14(d)(1), and amendments thereto, to 
require more meaningful disclosure regarding the pur- 
pose of a tender offer or the purpose of an acquisi- 
tion, including any plans or proposals to influence 
the direction or policies of management of the issuer 
(e.g., attempt to effect non-contested takeover; 
attempt to thwart a competing tender offer; prelimin- 
ary discussions and negotiations between the person 
filing a Schedule 13D and management of the issuer 
or other persons). 


D-4. Whether the Commission should amend any 
other item requirement of Schedule 13D or should 
adopt additional item requirements to make more 
meaningful the disclosure required for the purposes 
of Subparagraphs 13(d)(1) and 14(d)(1). 


D-5. Whether the Commission should amend any 
of the disclosure requirements presently set forth 
in Schedule 14D to require, among other things, 
disclosure whether any person making a recommen- 
dation has decided to tender his shares or has any 
formal or informal arrangements, understandings 
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or plans relating to employment or other relationships 
with the bidder or has received any offers relating 
thereto. 


D-6. Whether the Commission should adopt a schedule 
of disclosure items pursuant to Subsection 13(e) of the 
Exchange Act for issuers making tender offers for their 
own securities, including when issuers attempt to “go 
private” and cease reporting under the Exchange Act. 


D-7. Whether the Commission should adopt a short 
form notice pursuant to Subparagraph 13(d)(5) of the 
Exchange Act for, or exempt by rule pursuant to Sub- 
paragraphs 13(d)(6) and 14(d)(8), any or all of the 
following classes of persons, or transactions by such 
persons, who acquire securities in the ordinary course 
of business without the purpose or effect of acquiring 
control of the issuer of such securities: (a) specialists 
and market makers; (b) investment companies; (c) 
insurance companies; (d) pension funds; (e) other 
persons. 


E. Tender Offer Requirements 


E-1. Whether the Commission should adopt a rule 
setting forth specific requirements for publication of 
tender offers. 


E-2. Whether the Commission should adopt a rule 
requiring or permitting the use of advertisements or 
notices containing limited, specified information in 
connection with any or all of the following; (a) the 
publication of a tender offer; (b) the announcement of 
a tender offer to be made at some future time; (c) the 
increase in price of, or the extension of time of, a 
tender offer already published. 


E-3. Whether the Commission should adopt a rule 
requiring that a company whose securities are subject 
to a tender offer should provide a bidder with access 
to its list of shareholders or should mail the bidder’s 
tender offer and solicitation material to its sharehoid- 
ers on behalf of the bidder, who shall incur the 
reasonable expenses of such mailing. 


E-4. Whether the Commission should adopt rules clar- 
ifying the applicability of the shareholders’ with- 
drawal rights and pro rata rights as well as bidder’s 
obligation to treat all tendering shareholders equally 
with respect to any increase in the offered considera- 
tion. 


F. Possible Legislative Proposals 


F-1. Whether it is necessary or desirable for the Com- 
mission to recommend legislative amendments to the 
Congress with respect to any of the following: (a) 
lowering the reporting threshold of Subsection 13(d) 
from 5 percent to, for example, 1 percent (and con- 
comitantly reducing the 2 percent exemption of Sub- 
division 13(d)(6)(B)), and lowering the ownership dis- 
closure requirements of Subsections 12(b), 12(g), 13(a) 
and 15(d) of the Exchange Act from 10 percent to, 

for example, 1 percent; (b) providing other appropriate 
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means of reporting beneficial ownership, such as 
requiring identification of the largest shareholders 
and their holdings; (c) granting the Commission 
summary suspension power similar to Subparagraphs 
15(c)(5) and 19(a)(4) of the Exchange Act with re- 
spect to tender offers; (d) replacing present 10 day 
reporting requirement of Subsection 13(d) with a sub- 
stantially shorter notice requirement and a 10 day re- 
porting requirement. 


F-2. Whether the Commission should recommend legis- 
lative amendments to the Congress with respect to 
any other provision of the Williams Act. 


The Commission reserves the right to amend this listing of 
general topics and specific inquiries. 


IV. Procedures 


Any interested person wishing to submit a written state- 
ment of his views or suggestions concerning other topics 

or inquiries relating to beneficial ownership, takeovers 

and acquisitions by foreign and domestic persons which 
should be examined during the course of the proceeding is 
invited to submit such a statement by Monday, October 11, 
1974. In addition, any interested person wishing to sub- 
mit specific written comments of his views concerning 

the inquiries set forth herein is invited to do so at any 
time prior to the close of the record of this proceeding. 

All comment letters should be addressed to George A. 
Fitzsimmons, Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549 and should be captioned 
with File No. 4-175. All such communications will be made 
part of the record of the proceeding and will be available 
for public inspection. 


The public hearings are tentatively scheduled to commence 
on Tuesday, November 12, 1974 at the Commission’s of- 
fices in Washington, D.C. At a later date, the Commission 
will issue another order designating the specific date, time 
and place for the hearings and appointing hearing officers 
to preside over the hearings. Any interested person desir- 
ing to make an oral presentation of his views at the hear- 
ings in addition to submitting written comments is re- 
quested to write or call Mary E. T. Beach, Chief of the 
Division of Corporation Finance’s Office of Disclosure 
Policy and Proceedings (tel.202/755-1750). Persons mak- 
ing oral statements shall generally be limited to 20 minutes 
each; should be prepared to respond to specific inquiries 
from the hearing officer and Commission staff; and shall 
be required to submit 25 copies of their prepared state- 
ments three business days in advance of their scheduled 
date of appearance. 


This public investigatory proceeding has been ordered by 
the Commission pursuant to Section 21(a) of the Exchange 
Act and Rule 4(b) of the Commission’s Rules of Practice. 
By the Commission. 


George A. Fitzsimmons 
Secretary 
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1/ The term “Williams Act" is sometimes used to refer to 
Subsections 13(d), 13(e), 14(d), 14(e) and 14(f) of the Ex- 
change Act. Subsection 13(d) is presently applicable to 
classes of equity securities which are registered pursuant 

to Section 12 of the Exchange Act, or which would be 
required to be registered pursuant to that Section except 
for a specific statutory exemption for insurance companies, 
or which have been issued by a closed-end investment com- 
pany registered under the Investment Company Act of 
1940. Generally, Subsection 13(d) requires, subject to 
certain limited exemptions, that any person (or group of 
persons) who makes any acquisition of securities which 
results in that person being the direct or indirect benefi- 
cial owner of more than 5 percent of a class of such securi- 
ties must, within 10 days after the acquisition, send to the 
issuer of such securities and to any national securities ex- 
change on which such securities are listed and file with the 
Commission a statement disclosing, among other things, 
background information regarding that person, his source 
of funds, his purpose in effecting the acquisition, his in- 
terests in the securities of the issuer and any arrangements 


with other persons regarding the securities of the issuer. Sub- 


section 13(e), which is applicable to classes of equity se- 
curities registered under Section 12 of the Exchange Act 
or issued by a closed-end investment company registered 
under the Investment Company Act of 1940, but is not 
applicable to securities of insurance companies exempted 
by Subdivision 12(g)(2)(G) of the Exchange Act, prohibits 
an issuer of such securities (or a person controlling, con- 
trolled by, or under common control with the issuer) from 
purchasing any securities of the issuer in contravention of 
rules adopted by the Commission. Generally, Subsection 
14(d) of the Exchange Act, which is applicable to those 
securities subject to Subsection 13(d), makes it unlawful for 
any person (or group of persons) to make a tender offer for 
or a request or invitation for tenders of such securities 
which, if successful, would result in that person being the 
direct or indirect beneficial owner of more than 5 percent 
of a class of such securities unless that person, at the time 
of publication or distribution of the tender offer, has filed 
with the Commission a statement disclosing the information 
specified in Subsection 13(d) as well as information required 
by the Commission’s rules. Among other things, Subsection 
14(d) also contains regulatory provisions relating to share- 
holders’ withdrawal rights and their pro rata acceptance 
rights, as well as the bidder’s obligation to treat all tendering 
shareholders equally with respect to any increase in the 
offered consideration. The Subsection further requires that 
all recommendations relating to tender offers be made in 
accordance with rules adopted by the Commission. Subsec- 
tion 14(e), which is applicable to a// tender offers and re- 
commendations related thereto, makes it unlawful for any 
person to make any untrue statement of a material fact or 
to omit to state any necessary material fact or to engage in 
any fraudulent, deceptive, or manipulative acts or practices 
in connection with any actual or planned tender offer. Sub- 
section 14(f) requires that an issuer of securities file cer- 
tain information with the Commission and transmit it to 
stockholders in accordance with rules adopted by the Com- 
mission whenever, in connection with a transaction subject 
to Subsections 13(d) or 14(d), there is an arrangement or 
understanding whereby a majority of the persons consti- 
tuting the issuer’s board of directors would be elected or 
designated otherwise than at a meeting of stockholders. 


2/ Form S-1 (Item 19); Form S-2 (Item 11); Form S-3 
(Item 10); Form S-8 (Item 24); Form S-11 (item 18): 
Form S-16 (item 5). See a/so Notification Form 1-A 
(Item 2). 


3/ Form 10 (item 5); Form 12 (Subdivision 6(b)(1) of 
Instructions As To Exhibits). 


4/ Form 10-K (Item 11); Form 12-K (Subparagraph 2(b) 
of Instructions As To Exhibits). 


5/ Schedule 14A (item 5); Schedule 14B (item 3); 
Schedule 14C (Item 1). 


6/ E.G., Disclosure of Corporate Ownership, S. Doc. 93-62, 
93d Cong., 2d Sess. (1974). See a/so Hearings on Corporate 
Disclosure Before the Subcommittees on Inter-Govern- 
mental Relations and on Budgeting, Management and Ex- 
penditures of the Senate Committee on Government Oper- 
ations, 93d Cong., 2d Sess. (1974). 


7/ Full Disclosure of Corporate Equity Ownership and In 
Corporate Takeover Bids, S. Rep. No. 550, 90th Cong,., 
1st Sess. 1 (1967). 

8/ Id. at 2. 

9/ Id. at 3. 


10/ E.g., Institutional Investor Study Report, H.R. Doc. 
No. 92-64, 92d Cong., 1st Sess., Pt. 5 (1971). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11002/September 6, 1974 


The Securities and Exchange Commission announced that 
the temporary suspension of over-the-counter trading in the 
securities of Westgate California Corporation (Westgate) 
and Air California will terminate on midnight (EDT) Sep- 
tember 6, 1974. 


On May 11, 1973, the independent auditors for Westgate 
and Air California, a majority owned subsidiary of West- 
gate, withdrew their certificates from the financial state- 
ments of Westgate for 1971. 


On May 31, 1973, the Commission filed an action in the 
U.S. District Court, Southern District, California, alleging, 
in part, violations of the anti-fraud and reporting require- 
ments of the Federal securities laws against various per- 
sons including Westgate, C. Arnholt Smith (the chairman 
and chief executive officer of Westgate and formerly the 
chairman and chief executive officer of U.S. National 
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Bank), and Philip Toft (president of Westgate). In particu- 
lar, the Commission’s action was based upon allegations that 
the various defendants named in the complaint engaged 

in a scheme to manufacture earnings for Westgate through 
sale of its assets to nominee purchasers at inflated prices. 

It was alleged that the purchasers of these assets were pro- 
vided with financing for the entire purchase price from 

U.S. National Bank of San Diego (USNB) under the di- 
rection of C. A. Smith. It was also alleged that in some 
instances, the nominee purchasers were guaranteed against 
loss or guaranteed a profit. 


Since the filing of the action, all defendants have consented 
to the entry of permanent injunctions prohibiting them from 
violations of various provisions of the federal securities laws 
and mandatory orders have been entered against certain 

of the defendants with their consent. Westgate and certain 
of its subsidiaries have been placed in bankruptcy. Neither 
the Trustee in bankruptcy nor the bankruptcy judge have 
released any financial figures relating to Westgate. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not enter 
any quotation but immediately contact the Securities and 
Exchange Commission, Division of Enforcement in Wash- 
ington, D.C. If any broker or dealer is uncertain as to what 
is required by Rule 15c2-11, he should refrain from enter- 
ing quotations relating to the securities in question until 
such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11003/September 9, 1974 


See Securities Act Release No. 5526/September 9, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11004/September 9, 1974 


Admin. Proc. File No. 3-4243 
In the Matter of 
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STEVEN GUTMAN 
New Rochelle, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


Steven Gutman, who was associated with a registered 
broker-dealer, has submitted an offer of settlement which 
the Commission determined to accept. Solely for the pur- 
pose of settlement of these proceedings under the Securi- 
ties Exchange Act, and without admitting or denying the 
allegations contained in the order for proceedings, re- 
spondent consents to the findings and the sanctions set 
forth below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 1/ 


1. During the period from about May to August 1970, 
respondent willfully aided and abetted violations of Sec- 
tions 8(c) and 15(c)(2) of the Exchange Act and Rules 
8c-1 and 15c2-1 thereunder, in that securities carried 

for the accounts of customers were permitted to be hypo- 
thecated and subjected to liens and claims of pledgees for 
a sum which exceeded the aggregate inde-tedness of all 
customers in respect of securities carried for their 
accounts. 


2. During the period from January to August 1970 re- 
spondent willfully violated Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder in connection with the 
sale of stock dividends belonging to customers or other 
broker-dealers without their consent. 


In the offer of settlement respondent consents to a 30-day 
suspension from association with any broker, dealer, in- 
vestment company or investment adviser, and a bar from 
such association in a supervisory or proprietary capacity, 
provided that one year after the entry of the order he may 
apply for permission to become so associated in a super- 
visory or proprietary capacity. In addition, respondent 


agrees to withdraw his registration as an investment adviser. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that, subject to the under- 
taking to withdraw his investment adviser registration, 
Steven Gutman be, and he hereby is, suspended from 
association with any broker, dealer, investment company 
or investment adviser for a period of 30 days, effective 
immediately, and thereafter barred from such association 
in a supervisory or proprietary capacity. One year after the 
date of this order Gutman may apply to the Commission 
for permission to become so associated in a supervisory or 
proprietary capacity. 


For the Commission, by the Office of Opinions and Re- 


view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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1/ The findings herein are not binding upon any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11005/September 9, 1974 


Admin. Proc. File No. 3-4535 
In the Matter of 


BELCO 1971 OIL AND GAS FUND, LTD. 
(81-155) 


ORDER PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued an 
order pursuant to Section 12(h) of the Securities Exchange 
Act of 1934 (“the Act’’) denying the application of Belco 
1971 Oil and Gas Fund, Ltd. (“the Fund’’) for exemption 
from the reporting requirements of Section 15(d) of the 
Act. The Fund, a limited partnership, was organized for 

the purpose of raising money with which to drill for oil 

and gas. The Fund contends that there is no trading market 


for the limited partnership interests; that the limited partners 


have access to adequate information; that the number of 
investors was not great (though more than 300); that the 
Fund is obligated to repurchase interests of the limited 
partners; and that the reporting requirements, under these 
circumstances are superfluous and impose an undue burden 
and expense on the Fund. 


The Commission does not find the Fund’s arguments 
persuasive and does not consider granting the requested ex- 
emption in the public interest or in accord with the pro- 
tection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11006/September 9, 1974 


The Securities and Exchange Commission announced pursu- 
ant to Section 15(c)(5) of the Securities Exchange Act of 
1934 (“Exchange Act’’) the temporary suspension of over- 
the-counter trading in all securities of Westgate California 
Corporation (‘Westgate’), located in San Diego, California, 
for a ten-day period commencing at 10:00 a.m. (EDT) on 
September 9, 1974 and continuing through midnight (EDT) 
on September 18, 1974. 


The Commission had announced the termination of a sus- 
pension of trading in Westgate at midnight (EDT) on 
September 6, 1974. Upon the request of the Trustee in 
bankruptcy for Westgate, the Commission has initiated a 
further suspension of trading in all securities of Westgate 


in view of the lack of current financial information 
about the company. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoiiig information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 
Securities and Exchange Commission, Division of Enforce- 
ment, in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11007/September 10, 1974 


On August 28, 1974, the Securities and Exchange Com- 
mission ordered administrative proceedings under the 
Securities Exchange Act of 1934 against G. M. Stanley & 
Co., inc. of New York City and its President Stanley Mor- 
ton Goldman of Plainview, New York based upon viola- 
tions of Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder (‘‘Anti-fraud Provisions’’); Section 
7 of the Exchange Act and Regulation T of the Federal 
Reserve Board (“Margin Requirements’); and Section 
11(d)(1) of the Exchange Act (‘‘Arranging for credit dur- 
ing a distribution”). 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the 
respondents an opportunity to offer any defense thereto 
for the purpose of determining whether the allegations 
are true and if so, what if any action of a remedial nature 
should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11008/September 10, 1974 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Securities Exchange 
Act of 1934 involving Associated Underwriters, Inc. 
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(Registrant); Continental Securities, Inc. (Registrant); 
Edward J. Mawod & Company (Registrant); and Universal 
Underwriting Service, Inc. (Registrant), all registered 
broker-dealers of Salt Lake City, Utah. Also named as 
respondents are Bruce Allen Jensen; Gordon Smith 
Crofts; Melvin Haight Kingsbury; Donnell Gary Ram- 

sey; Edward Joseph Mawod; John William Airsman; 
Grant Eldredge Mann; Gordon O'Dell Bigler; Kenneth 
Dean Pace; Colonel Scott Burris; Monte Chester Hansen, 
all of whom were from time to time officers, directors 

or registered representatives of Registrants; Allan James 
McNichol, formerly employed by Transamerican Securi- 
ties, Inc., a revoked Salt Lake City,Utah broker-dealer; and 
Carl Wesley Martin; David Rex Yeaman; Michael William 
Strand; and Joe Cameron O’Quinn, all of Salt Lake City 
and all large buyers and sellers of Epoch Corporation 
stock. 


The proceedings are based upon alleged violations of the 
registration and antifraud provisions of the Securities Act, 
the antifraud provisions of the Securities Exchange Act and 
the Rules thereunder and violations of the books and re- 
cords provisions and Regulation T provisions. Additionally, 
it has been alleged that the Registrants, Continental Se- 
curities, Inc. and Universal Underwriting Service, Inc.; 
Gordon Crofts; M. H. Kingsbury; Grant Mann and Gordon 
Bigler failed reasonably to supervise persons subject to 
their supervision to prevent such violation. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the re- 
spondents an opportunity to offer any defenses thereto 
for the purposes of determining whether the allegations 
are true and if so, whether any action of a remedial nature 
should be ordered by the Commission. 


Information leading to the institution of these proceed- 
ings was developed by the joint SEC-NASD Task Force 
inquiring into abuses in the over-the-counter market. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11009/September 10, 1974 


The Securities and Exchange Commission today announ- 
ced pursuant to Section 15(c) of the Securities Exchange 
Act of 1934 (‘Exchange Act’’) the temporary suspension 
of the over-the-counter trading in the common stock of 
Naturizer, Inc., of Norman, Oklahoma, for the ten-day 
period commencing at 3:00 p.m. (EDT) on September 10, 
1974 and terminating at midnight (EDT) on September 
19, 1974. 


The suspension was ordered because of the unavailability 
of adequate and accurate information about the cor- 
poration’s financial condition. 


Naturizer, Inc., Norman, Oklahoma, is engaged in the 
manufacture and sale of compost produced through re- 
cycling organic waste materials. Naturizer, Inc., has 
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approximately 10,000 shareholders throughout the 
country with approximately 7,500,000 shares issued and 
outstanding. 


There are no current financial statements for Naturizer, 
Inc., and the company has not been able to obtain the 
release of an audit performed by an Oklahoma City based 
firm. In addition, Naturizer, Inc., has not filed any 
periodic reports required by Section 13 of the Exchange 
Act since at least January 1, 1971. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered, trades consummated or 
orders solicited unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any question as to whether or not he has 
complied with said rule, he should not enter any quotation 
or engage in any transaction but should immediately con- 
tact the Securities and Exchange Commission, Division 

of Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations or engaging 

in other activities relating to the securities in question 
until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been 

mei. If any broker or dealer enters any quotation or 
engages in any transaction which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11010/September 11, 1974 


Admin. Proc. File No. 3-4543 
In the Matter of 


LINK, Gorman, Peck & Co. 
208 South La Salle Street 
Chicago, Illinois 


The Securities and Exchange Commission has ordered 
the institution of public administrative proceedings 
under the Securities Exchange Act of 1934 against Link, 
Gorman, Peck & Co. (“registrant’’), a Chicago, Illinois 
registered broker-dealer, and Wilbur A. Gorman, its 
president and director, and June E. Carlson, its vice- 
president, treasurer and director. 
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The proceedings are based on allegations of the staff that 
the Respondents violated the net capital, books and records, 
and financial reporting provisions of the Federal securities 
laws. 


A hearing will be scheduled by further order to determine 
whether the allegations of the staff are true, to afford 

the Respondents an opportunity to offer any defenses 
thereto and to determine whether any action of a reme- 
dial nature is necessary or appropriate in the public in- 
terest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11011/September 13, 1974 


The Commission ordered public administrative proceed- 
ings against Scott, Gorman, O’Donnell & Co., Inc., a 
registered broker-dealer of New York, New York. Also 
named as respondents are James O'Donnell, its president, 
Richard Curotto, its vice-president and Howard Dulman 
formerly a registered representative. 


The order for proceedings charges the firm, O’Donnell 
and Dulman with violating and aiding and abetting vio- 
lations of Sections 5(b) and 17(a) of the Securities Act 
of 1933 and Sections 10(b), 15(b) and 17(a) of the 
Securities Exchange Act of 1934, and Rules 10b-5 
(anti-fraud), 15b3-1 (undisclosed principal), 17a-3 and 
17a-4 (bookkeeping) thereunder. Curotto is charged 
with violation of the undisclosed principa! and book- 
keeping provisions only. The allegations are based on 
the registrant's activities in connection with the offer 
and sale of the common stock of Power Conversion, 
Inc., and other securities. Also cited as a basis for the 
proceedings was the registrant’s and O’Donnell’s failure 
to supervise Dulman with a view toward preventing the 
alleged violations. The current proceedings were insti- 
tuted pursuant to Sections 15(b) and 15A of the Secur- 
ities Exchange Act of 1934. 


A hearing will be scheduled to take evidence on the staff 
allegations and to afford the respondents an opportunity 
to offer any defenses thereto, for the purpose of deter- 
mining whether the allegations are true and, if so, 

whether any action of a remedial nature should be ordered 
by the Commission. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18555/September 10, 1974 


In the Matter of 


ALLEGHENY PITTSBURGH COAL COMPANY 
Cabin Hill 
Greensburg, Pennsylvania 15601 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 26554 


THE PGTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
Cabin Hill 
Greensburg, Pennsylvania 15601 


(70-5519) 


NOTICE OF PROPOSED SALE OF 50% OF SUBSIDIARY 
COAL COMPANY'S COMMON STOCK TO TWO OTHER 
SUBSIDIARIES, PROPOSED OPEN ACCOUNT AD- 
VANCES TO COAL COMPANY AND PROPOSED 
PURCHASE OF COAL MINE BY COAL COMPANY 


NOTICE IS HEREBY GIVEN that The Potomac Edison 
Company (““PE’’), Monongahela Power Company 
(‘“‘Monongahela’”’) and West Penn Power Company (‘‘West 
Penn”’), electric utility subsidiary companies of Allegheny 
Power System, Inc., (“APS”), a registered holding com- 
pany, and Allegheny Pittsburgh Coal Company (“AP 
Coal”), a subsidiary of West Penn, have filed a further 
amendment to the application-declaration, as previously 
amended, with this Commission designating Sections 6, 
7, 9(a), 10 and 12 of the Public Utility Holding Company 
Act of 1935 (“Act”) as applicable to the proposed tran- 
sactions. All interested persons are referred to the appli- 
cation-declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Applicants-declarants propose a series of transactions 
designed to enable AP Coal to exercise an option to 
purchase a coal mine near Cowen, West Virginia, (“Cowen 
Mine’’) and to reallocate the ownership of AP Coal. On 
August 8, 1974 (Holding Company Act Release No. 
18524) a notice of filing was published in this proceed- 
ing relating to part of the proposed transactions. Appli- 
cants-declarants have now filed an amendment to the 
application-declaration, as previously amended, propos- 
ing to change the transaction in a number of respects. 


AP Coal, a Pennsylvania corporation, now has as its en- 
tire capitalization 10,000 shares of common stock (par 
value $0.05) issued and outstanding, all of said shares 
presently being owned by West Penn. AP Coal’s princi- 
pal asset is a coal reserve acquired in 1971 and its prin- 
cipal liability is an obligation to West Penn in the amount 
of $2,955,000 outstanding as of June 30, 1974. The 

coal reserve is being held as a coal supply for a future 
APS station to be owned by West Penn, Monongahela 
and PE as tenants in common. Except for holding this 
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reserve, AP Coal is an inactive company. 


It is now proposed that West Penn sell 2500 shares of 
the AP Coal common stock to PE and 2500 shares of such 
stock to Monongahela. The price of the stock to be paid 


to West Penn will be the underlying book value of the shares. 


Following these proposed sales of stock, West Penn would 
own 50% of AP Coal common stock and PE and Monon- 
gahela would each own 25% of such stock. West Penn will 
indemnify PE and Monongahela for any claims arising out 
of past operations of AP Coal to the extent such claims 
exceed reserves for the claims on the AP Coal books on 
the closing date. 


Following the proposed reallocation of ownership in AP 
Coal, it is proposed that West Penn, PE and Monongahela 
make open account advances to AP Coal in the total 
aggregate amount of up to $14,000,000. Each of these 
companies will make open account advances in propor- 
tion to their ownership in AP Coal, so that West Penn 
would advance up to $7,000,000 and Monongahela and 
PE would each advance up to $3,500,000 to AP Coal. 


The open account advances will be made for a period not 
to exceed 60 days from October 1, 1974, or until such 
time as this Commission authorizes permanent financing 
for AP Coal, and will bear interest at a rate equal to West 
Penn’‘s interest cost from time to time of short-term 
borrowings. The open account advances are to be pre- 
payable at any time without premium or penalty. 


AP Coal will utilize up to $7,000,000 of the open account 
advances as a down payment on purchase of the Cowen 
mine and to purchase related mining equipment. The 
Cowen mine will be purchased under terms of an option 
agreement (‘option’) from Ernest A. Desrosiers, Wilfred 
Desrosiers, Leo C. Desrosiers and Raymond C. Desrosiers 
(partners trading and doing business as Desrosiers 
Brothers) (‘‘sellers’’). The option may be exercised on or 
before October 1, 1974, upon payment of a nominal 
consideration. 


It is stated that the sellers have the right to mine the coal 
from the Cowen reserve through fee ownership in some of 
the coal bearing lands and through leasehold interests in 
mineral and surface rights. The total price to be paid for 
all these sellers’ interests in the Cowen mine and for 

the mining equipment is $28,500,000, $1,000,000 of 
which is for the equipment alone. The option requires 
that AP Coal make an initial payment of $7,000,000 
($1,000,000 of which is for the equipment) on or be- 
fore March 31, 1975, with the balance to be paid in 40 
equal quarterly installments. 


In addition, AP Coal proposes to acquire the aforesaid 
mineral and surface rights owned by certain individuals 
and presently leased to the sellers. Each of the owners of 
these mineral and surface rights have contracts to seil 
their interests to the sellers on various dates subsequent 
to October 1, 1974. Pursuant to the option, sellers will 
assign their rights to AP Coal to enable AP Coal to 
acquire fee ownership in the mineral and surface rights. 
AP Coal proposes to acquire these surface and mineral 
rights on October 1, 1974, for an amount not to exceed 
$2,000,000, said funds to be provided from the aforesaid 
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open account advance. 


The balance of the open account advances are to be used 
(1) to repay a $3,000,000 obligation of AP Coal to West 
Penn and (2) for working capital and to expand the Cowen 
mine. 


It is stated that the Public Service Commission of West 
Virginia, the State Corporation Commission of Virginia 
and the Public Utility Commission of Pennsylvania have 
jurisdiction over various aspects of the proposed transac- 
tions and that no other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. It is stated that fees and 
expenses estimated to be incurred in connection with 
the proposed transactions will not exceed $1,000. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than September 30, 1974, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of act or law raised by said application- 
declaration, as so further amended, which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants- 
declarants at the above-stated addresses, and proof of 
service {by affidavit or, in case of an attorney at law, 

by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended, or as it may be further amended, may be 
granted and permitted to become effective pursuant to 
Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18556/September 10, 1974 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
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80 Pine Street 
New York, New York 10005 


(70-4925) 


NOTICE OF FILING OF POST-EFFECTIVE AMEND- 
MENT REGARDING INCREASE IN AMOUNTS OF 
UNSECURED PROMISSORY NOTES TO BE SOLD TO 
BANKS 


NOTICE IS HEREBY GIVEN that General Public Utilities 
Corporation (““GPU”’), a registered holding company, has 
filed a post-effective amendment to its declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 

6(a) and (7) of the Act as applicable to the proposed 
transaction. All interested persons are referred to the 
declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


By orders dated June 29, 1970, November 4, 1970, 

August 23, 1971, December 27, 1973, June 3, 1974, and 
June 13, 1974 (Holding Company Act Release Nos. 16770, 
16802, 17243, 17829, 18433, and 18457), the Commission 
authorized GPU until December 31, 1974, (a) to issue and 
sell from time to time its unsecured promissory notes in an 
aggregate principal amount outstanding at any one time of 
up to $85,000,000 to a group of commercial banks pur- 
suant to a credit agreement and (b) to issue and sell GPU's 
unsecured promissory notes in an aggregate principal 
amount of up to $50,000,000 to various commercial 

banks pursuant to informal lines of credit, provided 

? that the aggregate principal amount of all of GPU’s un- 
secured promissory notes outstanding at any one time 

shall not exceed $125,000,000. 


GPU now seek s authority (1) to increase by $50,000,000 
(from $85,000,000 to $135,000,000) the amount which 
itmay borrow under the aforementioned credit agreement 
as the same is to be amended and (2) to extend, from De- 
cember 31, 1974 to December 31, 1975, the period during 
which it may effect borrowings under the credit agreement 
and under the informal lines of credit provided that the 
aggregate amount to be outstanding at any one time will 
not be in excess of $175,000,000. In all other respects, 

the transaction as heretofore authorized remains un- 
changed. 


It is represented that GPU will not incur the additional 
$50,000,000 in short-term debt without first retiring the 
$50,000,000 of debentures authorized in File No. 70-4794 
(Holding Company Act Release No. 16770). 


The fees and expenses incurred by GPU in connection with 
the proposed transaction, including legal fees, will be 
supplied by amendment. It is stated that no state com- 
Mission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 30, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 


declaration which he desires to controvert; or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the declarant at the above-stated address, and proof 
of service (by affidavit or, in the case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the declaration, as now amended 
or as it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 

a hearing or advice as to whether a hearing is ordered 

will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18557/September 10, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-5533) 


NOTICE OF PROPOSED AMENDMENTS TO ARTICLES 
OF ASSOCIATION, INCREASE IN PERMITTED SHORT- 
TERM UNSECURED INDEBTEDNESS, AND ORDER 
AUTHORIZING SOLICITATION OF PROXIES IN CON- 
NECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“Appalachian”), an electric utility subsidiary 
company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed a declar- 
ation with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (*‘Act’’), designating 
Sections 6(a)(2), 7 and 12(e) of the Act and Rule 62 pro- 
mulgated thereunder as applicable to the proposed tran- 
saction. All interested persons are referred to the declar- 
ation, which is summarized below, for a complete state- 
ment of the proposed transaction. 
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Appalachian proposes to amend its Articles of Association 
(“Certificate of Incorporation’’) (a) to increase the number 
of shares of common stock no par value, which Appala- 
chian is authorized to issue from the presently authorized 
10,000,000 to 30,000,000 such shares, and (b) to increase 
the number of shares of cumulative preferred stock, par 
value $100 per share, which Appalachian is authorized to 
issue from the presently authorized 1,500,000 to 3,000,- 
000 such shares. At March 31, 1974, Appalachian was 
authorized to issue a total of 10,000,000 shares of its 
common stock and 1,500,000 shares of its cumulative 
preferred stock. As of that date, there had been issued 

and were outstanding 9,937,000 shares of its common 
stock and 1,083,240 shares of its cumulative preferred 
stock. Appalachian now proposes to amend its Articles 

of Association so as to increase the aggregate number of 
shares of both common stock and cumulative preferred 
stock which Appalachian is authorized to issue. 


Appalachian further proposes to submit a proposal to its 
cumulative preferred stockholders for their consent and 
approval to an increase in the amount of unsecured short- 
term debt, which Appalachian is authorized to incur, 
prior to December 31, 1979 to exceed 10%, but pro- 
vided that combined short-term and long-term unsecured 
indebtedness would be not more than 20% of Appala- 
chian’s total capitalization, such short-term indebtedness 
in excess of the said 10% to be outstanding no later than 
June 30, 1980. Authorization from the Commission for 
such an increase in the permissible amount of short-term 
debt is requested. The actual issue and sale of securities 
related to such proposed increase in short-term indebted- 
ness will be subject to further authorization by this Com- 
mission. It is stated that the increases in stock and short- 
term debt are necessary to finance Appalachian’s con- 
struction program, the cost of which is presently estimated 
to be approximately $100,000,000 for the last half of 
1974 and $200,000,000 for the year 1975. 


Appalachian intends to submit the proposed amendments 
of its Articles of Association and the proposed consent 

of its shareholders for their approval at a special meeting 
of shareholders to be held on October 30, 1974. In con- 
nection therewith, Appalachian proposes to solicit proxies 
from the holders of its common and preferred stock through 
the use of solicitation material which sets forth the pro- 
posals in detail. The declaration states that the proposed 
amendment on the common stock requires the approval 
and consent of the holders of the outstanding common 
stock and approval by two-thirds of the voting power of 
Appalachian and that the proposed amendment on the 
cumulative preferred stock requires the approval and con- 
sent of the holders of the outstanding common stock and 
the approval by two-thirds of the outstanding shares of 
cumulative preferred stock voting as a class. Consent of 
the holders of a majority of the outstanding cumulative 
preferred stock, voting as a class, is needed to increase the 
amount of short-term unsecured indebtedness. AEP, hold- 
er of all of the outstanding shares of Appalachian’s 
common stock, has indicated that all such shares will be 
voted in favor of the proposed amendments. 


The fees and expenses incurred and to be incurred in con- 


nection with the proposed transaction, including legal 
fees are estimated not to exceed $18,000. The declaration 
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states that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 4, 1974, request in writing 
that a hearing be held with respect to the proposed tran- 
saction, stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, as 
filed or as it may be amended, may be permitted to be- 
come effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 

the Commission may grant exemption from such rules 

as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


It appearing to the Commission that the declaration, inso- 
far as it proposes the solicitation of the consents of 
Appalachian’s common and cumulative preferred stock- 
holders, should be permitted to become effective forth- 
with pursuant to Rule 62: 


IT IS ORDERED that the declaration regarding the 
proposed solicitation of the consents of Appalachian’s 
common and cumulative preferred stockholders be, and 
it hereby is, permitted to become effective forthwith 
pursuant to Rule 62 and subject to the terms and con- 
ditions prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18558/September 11, 1974 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
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New York, New York 10004 


(70-5338) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 


ING PROPOSED CASH CAPITAL CONTRIBUTIONS TO 
SUBSIDIARY COMPANIES 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (‘“AEP’’), a registered holding com- 
pany, has filed a fourth posi-effective amendment to its 
application-declaration in this proceeding pursuant to Sec- 
tions 6(b) and 12(b) of the Public Utility Holding Com- 
pany Act of 1935 (“Act”) and Rules 45 and 50(a) (5) 
promulgated thereunder regarding the following proposed 
transaction. 


By order dated June 29, 1973, (Holding Company Act 
Release No. 18013), the Commission authorized AEP 

to make cash capital contributions from time to time prior 
to December 31, 1974, to three of its public-utility sub- 
sidiary companies as follows: $85,000,000 to Ohio Power 
Company (‘Ohio’), $40,000,000 to Appalachian Power 
Company (“Appalachian”), and $70,000,000 to Indiana 

& Michigan Company (“1&M’’). 


It is now proposed that AEP be permitted to increase the 
proposed contributions to two of its public utility subsi- 
diary companies to the following amounts: $100,000,000 
to |1&M and $115,000,000 to Ohio Power. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 4, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said post-effective amendment 

to the application-declaration which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant 
at the above-stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as amended by said 
post-effective amendment, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18559/September 11, 1974 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P. O. Box 2333 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
P.O. Box 1111 
Lincoln, Rhode Island 02865 


BROCKTON EDISON COMPANY 
36 Main Street 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
85 North Main Street 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 
P. O. Box 391 
Fall River, Massachusetts 02722 


(70-5430) 


NOTICE OF PROPOSED LOANS AND OPEN ACCOUNT 
ADVANCES BY HOLDING COMPANY TO SUBSIDI- 
ARIES 


Eastern Utilities Associates (““EUA’’), a registered holding 
company, and its four electric utility subsidiary companies, 
Blackstone Valley Electric Company (‘‘Blackstone”’), 
Brockton Edison Company (“Brockton”), Fall River 
Electric Light Company (‘Fall River’), and Montaup 
Electric Company (““Montaup”’), have filed a post-effec- 
tive amendment to the application-declaration, as 
amended, previously filed in this proceeding pursuant 

to Sections 6(a), 7, 9(a), 10, 12(b), 12(c) and 12(f) of 

the Public Utility Holding Company Act of 1935 (““Act’’), 
and Rule 45(a) promulgated thereunder regarding the 
following proposed transactions. 


By Order dated December 27, 1973, (Holding Company 
Act Release No. 18238), in this proceeding EUA, Black- 
stone, Brockton, Fall River and Montaup were authorized 
to issue notes to banks, and in the cases of Blackstone, 
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Brockton, and Fall River to also receive open account ad- 
vances from EUA in maximum aggregate amounts speci- 
fied by said order. 


Applicants-declarants now request authority (i) for EUA 
to make loans to Montaup in amounts not to exceed 
$15,000,000 in principal amount outstanding at any one 
time; and (ii) for EUA to make advances on open account 
through December 31, 1974, in addition to those hereto- 
fore authorized in this proceeding of up to $1,000,000 

to Blackstone, $2,000,000 to Brockton and $1,000,000 
to Fall River. Proceeds of said loans and advances are to 
be used for meeting construction expenditures or to re- 
duce short-term borrowings from banks. 


EUA's loans to Montaup will be evidenced by promissory 
notes maturing not later than December 31, 1974. The 
loans to Montaup and the advances to Blackstone, Brock- 
ton and Fall River will bear interest at a rate per annum 
equal at all times to 115% of the base rate in effect at 
First National City Bank, New York, New York on 90- 
day loans to responsible and substantial commercial bor- 
rowers, each change in the interest rate on such advances 
to take effect simultaneously with the corresponding 
change in the base rate. Assuming a base rate of 12%, the 
effective interest cost would be 13.8%. 


It is stated that no state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transactions. Fees and expenses, if 
any, to be incurred in connection with the proposed 
transaction will be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 3, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the is- 
sues of fact or law raised by said application-declaration, 
as further amended by said post-effective amendment, 
which he desires to controvert; or he may request that 

he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the applicants-declarants at the above-stated ad- 
dresses, and proof of service (by affidavit or, in case of 
an attorney-at-law, by certificate) should be filed with 
the request. At any time after said date, the application- 
declaration, as amended by said post-effective amend- 
ment, or as it may be further amended, may be granted 
and permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18560/September 11, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


(70-5415) 


SUPPLEMENTAL ORDER AUTHORIZING SALE- 
LEASEBACK OF TOW BOATS AND BARGES 


System Fuels, Inc., (SFI), a jointly-owned non-utility 
subsidiary of Arkansas Power & Light Company, Louisi- 
ana Power & Light Company, Mississippi Power & Light 
Company and New Orleans Public Service Inc., each an 
electric utility subsidiary company of Middle South 
Utilities, Inc., (“MSU”), a registered holding company, 
have jointly filed fifth and sixth post-effective amend- 
ments to their previously amended application-declara- 
tion filed in this proceeding pursuant to Sections 12(b) 
and 12(f) of the Public Utility Holding Company Act 
of 1935 (“Act’’) and Rule 45 promulgated thereunder 
regarding the following proposed transactions. 


SFI states it has contracted with three builders for the 
construction of three tow boats and sixteen barges (’Ves- 
sels’) capable of transporting approximately 331,000 
barrels of fuel oil. As more fully described below, SFI 
proposes to sell and assign all of its right, title and inter- 
est in and to the Vessels and the contracts for this con- 
struction (‘Construction Contracts’’) to, and concur- 
rently, pursuant to an agreement (‘‘Charter’’), charter 
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such Vessels back from, a trustee, Mellon Bank, N.A., 
(“Owner Trustee”), designated as such in an agreement 
(“Trust Agreement”) among Birmingham Trust National 
Bank, United States Trust Company of New York 
(“Banks”) and the Owner Trustee. 


The Sale and Related Financings 


The Vessels will be sold, and the contracts for their con- 
struction will be assigned, to the Owner Trustee for an 
amount equal to SFI’s book cost thereof on the closing 
date. Said cost is presently estimated at $3,800,000, plus 
SFI‘s related allowance for funds used during construc- 
tion and other transactional costs. The Vessels are 
scheduled for delivery at various times from the third 
quarter of 1974 through the second quarter of 1975. 
Owner Trustee will make such further payments as may 
be due under the Construction Contracts; provided that 
if the aggregate cost to the Owner Trustee (‘Owner 
Trustee’s Cost”), including its transactional costs and 
expenses, exceeds $13,051,500, the excess will be borne 
by SFI. The total purchase price will be financed to the 
extent of approximately 33% (maximum of $4,306,500) 
with funds provided by the Banks as an investment in the 
beneficial ownership of the Vessels, and the balance of 
67% (maximum of $8,745,000) with funds borrowed by 
the Owner Trustee on a long-term basis from a group of 
ten insurance companies (‘‘Lenders’’). It is stated that 
neither the Banks, the Lenders nor Mellon Bank, N.A., is 
affiliated with SFI or any of its affiliated companies. 


Owner Trustee will issue to the Lenders first preferred 
fleet mortgage bonds (“Bonds”) under an Indenture of 
Trust between the Owner Trustee and an indenture trustee, 
Mellon Bank, N.A., who will act on behalf of the Lend- 
ers. The Bonds will be independent obligations of the 
Owner Trustee payable solely from the income and 
proceeds of the Owner Trustee’s estate, consisting of, 
among other things, the Vessels, the Charter and pay- 
ments thereunder, insurance proceeds, etc. The Bonds 
will be payable in forty-four semi-annual level install- 
ments of principal and interest, commencing six months 
after the earlier of the delivery date of the last Vessel 

to the Owner Trustee or December 31, 1975. The Bonds 
will bear interest on the unpaid principal amount there- 
of at the rate of 10.5% per annum; will be non-callable 
except, in whole or in part, upon early termination of 
the Charter; and will be secured by a security interest 

in the Vessels, the Charter and all amounts payable 
under the Charter—all! such security to be subject to 
SFI’s rights under the Charter. 


The Charter 


The Charter will be a net charter, under which SFI will 
be responsible for operation, maintenance, insurance, 
certain taxes and other expenses. The basic term of the 
Charter will be approximately twenty-five years, renew- 
able at SFI’s option for an initial period of five years 
and on a yearly basis thereafter. The Charter will be 
non-cancellable except in the event of: (a) failure to 
obtain favorable federal income tax rulings incident to 
the ownership and chartering of the Vessels, (b) the 


Owner Trustee or its parent or any Bank or Lender or 

its parent becoming subject to regulation under the Act 
by reason of the transactions herein contemplated, 

(c) failure of the Banks or Lenders to perform on their 
respective commitments, or (d) the occurrence of an 
event of default, as defined in the Charter; and, with 
respect to the particular Vessels affected, in the event 

of (e) any Vessel being rejected pursuant to the Con- 
struction Contracts, (f) the delivery of any Vessel not 
occurring on or before December 31, 1975, (g) the des- 
truction, confiscation or condemnation of the Vessels 
beyond economical replacement or repair, (h) failure to 
provide and maintain insurance on any Vessel as required 
by the Charter, or (i) a determination by SFI, after expir- 
ation of ten years of the basic Charter term, that certain 
Vessels have become obsolete, or surplus to SFI’s needs. 


As interim charter hire during a period ending with the 
earlier of December 31, 1975 or delivery date of the 
last Vessel, SFI will pay installments not exceeding a 
maximum aggregate of approximately $1,790,000. 
Thereafter, during the basic Charter period, SFI will pay 
fifty semi-annual installments in amounts equal to ap- 
proximately 4.073% of that portion of Owner Trustee’s 
Cost applicable to each Vessel (‘Basic Hire’). SFI under- 
stands that said Basic Hire payments are equivalent to 
an annual simple interest rate of approximately 6.97%. 
The Basic Hire may be adjusted under certain circum- 
stances set forth in the Charter, including a failure to 
obtain requested federal income tax rulings relating to 
the Asset Guideline Period applicable to the Vessels. 


SFI states that the charter hire payments are such that it 
will not acquire any equity in the Vessels; that, conse- 
quently, the Charter will be accounted for by SFI as a 
lease; and that payments under the Charter will be 
charged to rental expense. Payments, if any, made by 
SFI representing excess above Owner Trustee’s Cost 
(together with any payments in respect of adjustments 
to Owner Trustee’s Cost in the event of adverse tax 
rulings as defined) would be accounted for by SFI as 
leasehold improvements and amortized over the basic 
term of the Charter. 


MSU proposes to guarantee the performance by SFI of 
its obligations under the proposed transactions without 
recourse to SFI first being required, including, under 
certain limited circumstances, agreement by MSU to de- 
posit in an escrow account the discounted value of the 
then remaining Basic Hire. 


No State commission or Federal commission, other than 
this Commission, has jurisdiction over the propposed 
transactions. Fees, commissions and expenses to be in- 
curred directly by SFI and MSU in connection with the 
proposed transactions aggregate $78,000, including 
legal fees of $75,000 for SFI and $2,500 for MSU. 


Due notice of the filing of said post-effective amendments 
to the application-declaration as amended has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18537), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
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and the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appropriate 

in the public interest and in the interest of investors and 
consumers that said amended application-declaration, as 
further amended by said post-effective amendments, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said amended appii- 
cation-declaration. as further amended by said post- 
effective amendments, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corn“rate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18561/September 12, 1974 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-5545) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Jersey Central Power 
& Light Company (“Jersey Central’’), an electric utility 
subsidiary company of General Public Utilities Corporation, 
a registered holding company, has filed an application 
and an amendment thereto with this Commission pursu- 
ant to the Public Utility Holding Company Act of 1935 
(“‘Act’’), designating Section 6(b) of the Act and Rule 
50 promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
application, which is summarized below, for a complete 
statement of the proposed transaction. 


Jersey Central proposes to issue and seli, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $25,000,000 principal amount of First 
Mortgage Bonds, due November 1, 1979. The interest 

rate (which will be a multiple of 1/8% of 1%) and the price 
(which will be not less than 100% and not more than 
102.75% of the principal amount of the 1979 Series 
Bonds, plus accrued interest from November 1, 1974 to 
the date of delivery) will be determined by competitive 
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bidding. The Bonds will be issued under Indenture, dated 
as of March 1, 1946, of Jersey Central to First National 
City Bank, successor to First National City Trust Com- 
pany (formerly City Bank Farmers Trust Company), 
Trustee, as heretofore supplemented and amended, and 
as to be further supplemented and amended by a Twenty- 
fifth Supplemental Indenture to be dated as of November 
1, 1974. 


The entire proceeds (exclusive of premium and accrued 
interest) from the sale of the 1979 Series Bonds, will be 
applied to the payment of a portion of Jersey Central's 
short-term bank loans outstanding at the date of sale of 
the 1979 Series Bonds or for construction purposes or 
to reimburse Jersey Central's treasury for funds pre- 
viously expended therefrom for such purposes. Premium 
resulting from the sale of the 1979 Series Bonds will be 
used for financing the business of Jersey Central, in- 
cluding the payment of the expenses of issuing and sell- 
ing the 1979 Series Bonds. The estimated cost of Jersey 
Central's 1974 construction program is approximately 
$160,000,000. 


The fees and expenses to be paid by Jersey Central in 
connection with the issue and sale of bonds, including 
legal fees, will be supplied by amendment. It is stated 
that the Public Utility Commissioners of New Jersey has 
jurisdiction over the proposed issue and sale of bonds 
by Jersey Central and that no other state commission 
and no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 7, 1974, request in 
writing that a hearing be held on such matter, stating 

the nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said application which 


he desires to controvert; or he may request that he be noti- 


fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Se- 
curities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the applicant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the application, as amended or as it 
may be further amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18562/September 12, 1974 


In the Matter of 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-5357) 


SUPPLEMENTAL ORDER CORRECTING ERROR IN 


TERM NOTES TO BANKS AND COMMERCIAL PAPER 
DEALERS AND EXCEPTION FROM COMPETITIVE 
BIDDING 


By Order of September 4, 1974, the Commission granted 

the application and post-effective amendment thereto of 

Monongahela Power Company, The Potomac Edison 

7 Company, and West Penn Power Company in the above- 
) entitled proceeding (Holding Company Act Release No. 

18550). The third paragraph of that order is incorrect 

and is hereby amended to read as follows: 





“It is now proposed that the maximum amount 
of PE’s short-term notes outstanding at any one 
time will not, when taken together with any com- 
mercial paper outstanding, be in excess of 
$55,000,000, including any notes which may be 
outstanding pursuant to prior orders of the Com- 
mission.” 











For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 8487/September 6, 1974 


In the Matter of 


PITTWAY CORPORATION 
333 Skokie Boulevard 
Northbrook, Illinois 60062 


(812-3682) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE INVESTMENT COMPANY ACT OF 
1940 AND RULE 17d-1 PROMULGATED UNDER 
SECTION 17(d) THEREOF 


NOTICE IS HEREBY G!VEN that Pittway Corporation 
(‘Applicant’), a subsidiary of Standard Shares, Inc. 
(“Standard”), a closed-end, non-diversified, management 
investment company, has filed an application pursuant to 
Section 17(b) and Rule 17d-1 promulgated under Sec- 
tion 17(d) of the Investment Company Act of 1940 
(“‘Act’’) for an order of the Commission permitting 
Applicant to engage Metropolitan Construction Cor- 
poration (“Metropolitan”), a wholly-owned subsidiary 
of Metropolitan Structures (““Structures’’), a limited 
partnership, as the general contractor to construct a 
manufacturing facility, warehouse and general offices 
for Applicant’s BRK Electronics Division (““BRK’*’) and 
to enter into and consummate the agreement described 
below. All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the 
representations therein which are summarized below. 


As of July 31, 1974, Standard owned 1,231,880 shares 
constituting approximately 38% of the outstanding 
common stock of Applicant. As a result of such owner- 
ship, Standard may be deemed to be in control of Ap- 
plicant, within the meaning of the Act. Applicant is a 
diversified operating company engaged in the manufacture 
of burglar and fire alarm equipment and devices, the con- 
tract packaging of aerosol products, the manufacture of 
aerosol valves, the publishing of trade magazines and 
directories, including a direct mail marketing business, 
and real estate ventures in and near Chicago, Illinois 

and Montreal, Canada. Its BRK division manufactures 
electronic fire detection devices. 


Applicant states that Metropolitan, a Chicago-based IIli- 
nois corporation, is the wholly-owned general contracting 
subsidiary of Structures, a Chicago-based limited partner- 
ship. Pittway owns a 19.84% limited partnership equity 
interest in all of Structures’ non-Canadian assets, sub- 
ject to an option exercizeable by Structures at any time 
and by Applicant at any time after December 31, 1976, 
to convert such interest in the non-Canadian assets into 
a 14.41% interest in all of Structures’ assets. Structures 
is engaged in the development of real estate, principally 
in the Chicago area, and Metropolitan has acted as the 
general contractor for several buildings constructed in 
connection with Structures’ real estate projects. Struc- 
tures also owns a 55.86% interest in, and is the general 
partner of, Metropolitan Nuns’ Island Partnership 
(“MNIP”’), a limited partnership engaged directly and 
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through various partnerships in the real estate development 
of Nuns’ Island, a 1,000-acre island adjacent to Montreal, 
Canada. Applicant is a partner with MNIP in “‘Metropoli- 
tan Pittway Tennis Club,” a partnership which has built 
and operates an indoor tennis facility on Nuns’ Island. 


Applicant states that its relationship with Structures be- 


gan with agreements executed in 1968. Among other things, 


the agreements resulted in Applicant's acquisition of a 10% 
limited partnership interest in Structures in exchange for 
a capital contribution of $2,508,250. Applicant states 
that because of the affiliations resulting from the 1968 
agreements, an application was filed to seek an exemp- 
tion from the Act for Applicant’s proposed participation 
in a venture involving the financing and construction of 
the Canada Starch Building, an office building on Nuns’ 
Island. The application was granted by Commission Order 
dated April 26, 1971 (Investment Company Act Release 
No. 6485). Subsequently, the Commission granted three 
exemptions from the Act for ventures of Applicant and 
Structures or its affiliates: (1) the construction and oper- 
ation with MNIP of a tennis club on Nuns’ Island (Invest- 
ment Company Act Release No. 6767, October 8, 1971); 
(2) the construction and operation with Structures of the 
Blue Cross Building, an office building in Chicago, Illinois 
(Investment Company Act Release No. 6903, December 
17, 1971); and (3) a limited exemption for future un- 
specified real estate ventures in which Pittway and Struc- 
tures or its affiliates might become participants (Invest- 
ment Company Act Release No. 7334, August 22, 1972). 
In accordance with the provisions of the August 1972 
order, Applicant has transmitted two Descriptions of 
Covered Transactions to the Commission. The first, 
dated August 25, 1972, deals with the restructuring of 
Pittway’s relationship with Structures and its affiliates. 
The second, dated May 9, 1974, deals with the expansion 
of the tennis facility on Nuns’ Island. 


Applicant states that its BRK Electronics Division has ex- 
perienced significant gains in sales (from less than $250,- 
000 in 1970 to $2,500,000 in 1973, with anticipated 
sales of $6,000,000 in 1974) as a result of excellent field 
acceptance of its products and an increase in the basic 
demand for fire detectors. Applicant represents that BRK 
is Operating at very near total capacity in its present, 
non-expandable 36,000 square foot facility in Aurora, 
Illinois. 


Applicant states that after surveying the Aurora area for 
relocation of its BRK manufacturing operation, it has 
entered into an option agreement with The Strathmore 
Company, an unaffiliated person, to purchase a thirteen 
and one-half acre building site. The $165,000 price in- 
cludes an existing foundation for an 80,000 square foot 
building and a complete set of architectural drawings 
prepared by Louis E. Cordogan, architect, originally for 
use by The Strathmore Company in the construction of 
its own manufacturing facility on the site. Applicant 
further states that BRK has employed Mr. Cordogan, an 
unaffiliated person, as architect for the project to revise 
and modify the existing drawings to BRK’s specifications, 
to prepare invitations for bids, and to supervise the con- 
struction. 


Applicant alleges that pursuant to a directive by its Board 
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of Directors on May 9, 1974, managerment was authorized 
to obtain bids from reputable contractors and to take all 
other appropriate action to construct a manufacturing 
plant on the land held under option from The Strathmore 
Company at a total cost (exclusive of the land) not to ex- 
ceed $1,400,000. Applicant states that, while arranging 
for preparation of designs for the building’s mechanical 
and electrical equipment, it issued invitations for bids 


for construction of the basic building (exclusive of mechan- 


ical and electrical equipment) to Metropolitan and to four 
other general contracting firms, none of which has any 
affiliation with either Pittway or Standard or with any 
officers or directors of either of them. Applicant asserts 
that each of the general contractors formulated and sub 
mitted written bid proposals, each subject to varying 
qualifications and conditions, including acceptance 
within specified periods of time. Applicant states that 

of the bid proposals received, Metropolitan’s proposal, 
calling for a base price of $898,682, was the lowest bid; 
while the other bids exceeded Metropolitan’s by margins 
ranging from $9,000 to $98,000. Applicant further states 
that Metropolitan specified a 255 day consiruction per 
iod as compared with 300 to 450 days for the othe: 
proposals. 


Applicant states that as a result of its decision not to 
make any final commitment until an assessment could 
be made of the total cost of the project, including the 
mechanical and electrical phases, the bid proposals have 
expired. However, Applicant states that it has reached 
agreement with Metropolitan, subject to the issuance of 
a favorable order by the Commission, on an overall 
arrangement which would include the mechanical and 
electrical phases of the project. The maximum cost of 
construction (exclusive of mechanical and electrical 
equipment) would not exceed the amount stated in 
Metropolitan’s bid proposal, while the mechanical and 
electrical costs will be determined on the same cost plus 
basis as that used by Metropolitan in formulating its bid 
proposal for the basic construction. Applicant asserts 
that the cost plus basis is determined by taking the aggre- 
gate dollar amount of bids of subcontractors and the out 
of pocket costs to Metropolitan of direct field supervision 
and adding thereto a 4% charge to cover general and ad- 
ministrative overhead expense and profit. Applicant as- 
serts that it is protected against excessive subcontracting 
costs by a provision in the agreement which provides that 
all subcontractors’ bids are subject to Applicant's approval. 


Applicant states that its decision to reach agreement with 
Metropolitan was primarily influenced by the cost of the 
construction phase of the project, which it anticipates 
will be about 2/3 of the total project cost and which, 
despite the expiration of the bids and a climate of rising 
prices, is fixed at Metropolitan’s bid price. Applicant 
asserts that considerable weight was also attached to the 
significantly shorter completion period projected by 
Metropolitan. Applicant further asserts that, with respect 
to the electrical and mechanical phases, it believes that it 
is adequately protected by its right of approval over sub- 
contractors’ bids. Applicant states that it also attached 
importance to the fact that its interest in Structures, 
which owns all the stock of Metropolitan, effectively 
reduces that portion of the project cost represented by 
any profit component to Metropolitan. Applicant repre 
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sents that its prior association with Structures and its affili- 


ates provides a basis for mutual cooperation and justifies 
the belief that it can expect better quality work from 
Metropolitan than from a contractor with whom it does 
not have a continuing relationship. 


Applicant states that neither Metropolitan nor any part- 
ner of Structures, nor any affiliated person of either of 
them has any affiliation with it, Standard, or with their 
officers or directors, other than through Applicant’s in- 
terest in Structures or in the real estate ventures in which 
they and Applicant participate. Applicant further states 
that no such person participates in any of its decisions 
relating either to its real estate investment, or to any 
other management decision of it or Standard. Applicant 
asserts that the negotiation in connection with the above 
transaction was conducted at arm’s length. Applicant 
further asserts that the transaction is fair and reasonable, 
does not involve overreaching, is necessary and appro- 
priate in the public interest, and is consistent with the 
protection of investors and the purpose fairly intended 
by the policy and provisions of the Act. 


Section 17(a) of the Act, as here pertinent, prohibits 

an affiliated person of a registered investment company, 
or an affiliated person of such a person, from selling to 
such company any property unless the Commission, upon 
application pursuant to Section 17(b), grants an exemp- 
tion from the provisions of Section 17(a) if evidence 
establishes that the terms of the proposed transaction, 
including the consideration to be paid, are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned. In addition, the proposed tran- 
saction must be consistent with the policy of the regis- 
tered investment company concerned and with the gneral 
purposes of the Act. Section 17(d) of the Act and Rule 
17d-1 thereunder, taken together provide, among other 
things, that it shall be unlawful for any affiliated person 
of a registered investment company or any affiliated per- 
son of such a person, acting as principal, to participate 
in, or effect any transaction in connection with, any 
joint enterprise or arrangement in which any such regis 
tered company, or a company controlled by such regis- 
tered company, is a participant unless an application 
regarding such arrangement has been granted by an 

order of the Commission, and that, in passing upon such 
an application, the Commission will consider whether 

the participation of such registered or controlled com- 
pany in such arrangement is consistent with the provi- 
sions, policies and purpose of the Act, and the extent 

to which such participation is on a basis different from, 
or less advantageous than, that of other participants. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 25, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement 

as to the nature of his interest, the reason for such re- 
quest, and the issues, if any, of fact or law proposed to 
be controverted, or he may request that he be notified 
if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is 


located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course 
following September 1974, unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
any notices or orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8488/September 9, 1974 


See Securities Act Release No. 5526/September 9, 1974. 
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Release No. 8489/September 9, 1974 


In the Matter of 


THE SAGITTARIUS FUND, INC. 
375 Park Avenue 
New York, New York 10022 


(812-3642) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
22(e)(3) OF THE ACT AND ORDER GRANTING 
TEMPORARY RELIEF 


NOTICE IS HEREBY GIVEN that The Sagittarius Fund, 
Inc. (“Applicant”), a diversified, open-end, management 
investment company registered under the Investment 
Company Act of 1940 (“Act’’), has filed an application 
pursuant to Section 22(e)(3) of the Act for an order of 
the Commission permitting the postponement of a 
portion of the payment for shares tendered to the 
Applicant for redemption, such order to continue until 
either: 
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(1) 10 days after Applicant gives the Commission notice 
of its intention to resume full payment upon redemption 
of its shares, or 


(2) 10 days after final settlement of Applicant's claim 
under an employee dishonesty bond; or 


(3) the Commission, on its own initiative, terminates the 
order applied for herein. 


All interested persons are referred to the application on 
file with the Commission for a statement of the represen- 
tations contained therein which are summarized below. 


On July 9, 1974, the Commission issued an order (In 
vestment Company Act Release No. 8416) permitting 
Applicant to suspend the right of redemption of its out 
standing redeemable securities and postpone payment 
for shares already submitted for redemption for a period 
of 30 days. Suspension of the right of redemption and 
postponement of payment was necessary to protect 
Applicant’s securities holders since Applicant alleged 
that a substantial portion of its funds had been converted 
by one of its officers and that its books and records, in- 
cluding its net asset value, had been adjusted to conceal 
the conversion. 


Applicant states that the extent of its direct loss due to 
the above-described conversion has been determined 
(approximately $114,000) and that it can now partially 
ascertain its net asset value per share. Applicant states 
that it is unable to ascertain, fully and accurately, its 
net asset value per share because a significant portion 

of its net assets consist of a claim against Applicant’s bond 
ing company under an employee dishonesty bond. Appli 
cant has not received any assurance from the bonding 
company that Applicant will be able to recover, fully or 
partially, its loss under the bond. Therefore, to the ex 
tent that Applicant's net asset value per share is based 
upon its claim under the bond, Applicant's net asset 
value per share cannot be fully and accurately ascer- 
tained. 


Applicant has proposed a plan of postponement of a por- 
tion of the payment for shares tendered for redemption 
(the ““Plan’’). 


1. Stockholders of Applicant who present or have pre 
sented shares of Applicant’s outstanding redeemable se- 
curities for redemption on or after the date of the Original 
Temporary Order will receive for each share so presented 
a payment based on the per share net asset value of Ap- 
plicant without regard to the value of Applicant’s claim 
under the above-described bond. 


2. In addition to the payment provided for above, each 
stockholder so presenting shall receive a fixed interest 
(Fixed Interest’) in the proceeds of Applicant’s claim 
under the above-described bond. The Fixed Interest shall 
be determined by a fraction the numerator of which is the 
number of shares presented by such stockholder and the 
denominator of which is the number of shares of Appli- 
cant’s redeemable securities outstanding on the date of 
the Original Temporary Order. Notice of the Fixed In- 
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terest will be given with the payment provided for above. 


3. Upon receipt of the proceeds of the claim under the 
above-described bond, each holder of a Fixed Interest 
will promptly be paid, in cash, such holder’s share of the 
proceeds, based upon his Fixed Interest therein. 


4. Expenses of Applicant relating to collection of the said 
bond shall be first charged against any sums paid under 
said bond. 


Applicant submits that, in view of the matters set forth 
above, it is not reasonably practicable for Applicant fairly 
to determine the value of its net assets within the mean- 
ing of Section 22(e)(2)(B), and that, therefore, it is im 
possible for Applicant properly to compute its net asset 
value per share. 


Section 22(e)(3) of the Act provides that the Commission 
may, by order, for the protection of the security holders 
of the company, permit a registered investment company 
to suspend the right of redemption, or postpone the date 
of payment or satisfaction upon redemption of any re 
deemable security 


Applicant also requests that the Commission issue, 
together with this notice, a temporary order, effective 

as of August 9, 1974, permitting postponement of a por- 
tion of the payment due upon redemption of Applicant's 
outstanding redeemable securities, as set forth in the 
above-described Plan, such order to continue in effect 
until further action is taken by the Commission. 


The Commission has considered the matter and hereby 
finds, on the basis of the information stated in the appli- 
cation, and in view of the nature of the application, that 
it is necessary for the protection of security holders of 
the Applicant that there be issued, together with the 
notice of the application, a temporary order permitting, 
until further order of the Commission the postponement 
of a portion of the payment due upon redemption of 
Applicant's shares in the manner provided in the Plan. 


iT 1S ORDERED, pursuant to Section 22(e)(3) of the Act, 
that Applicant be, and hereby is, permitted, from August 
¥, 1974 until further order of the Commission, to post- 
pone a portion of the payment due upon redemption of 
its outstanding redeemable securities, as set forth in the 
Plan. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 4, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request, and 
the issues, if any, of fact or law proposed to be contro- 
verted, or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such commun- 
ication should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy 
of such request shall be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the Applicants at 
the address stated above. Proof of such service (by affi- 
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nthe Matter of 

SCHUSTER FUND, INC 

SCHUSTER SPECTRUM FUND, IN¢ 

245 Park Avenue 

New York, New York 1001 

(812-3662) 

NOTICE OF APPLICATION PURSUA SECTIOI 
17(b) OF THE ACT FOR AN ORDEF EMPTING A 
PROPOSED TRANSACTION FROI ECTK (a) 

OF THE ACT 

NOTICE IS HEREBY GIVEN that Sci Inc 
("Schuster’’) and Schuster Spectr f Spe 
trum’) (collectively referrs ; t v8): 

end, diversified, managen ves es regis 
tered under the Investment Com y AN 1940 { t 
have filed application pursuant : ) of 

the Act for an order of the Cor ! ro 
the provisions of Section 1 ) of 

merger of Spectrum into Schus 

are referred to the application on fil ht Mission 
for a statement of the rey 

which are s marized belo, 

Schuster, a Maryland corporation, was organized in 1967 
and, as of March 31, 1974, had net asset $11.249 772 
Spectrum, a Maryland corporation, was organized in 1969 
and, as of March 31, 1974, had net assets of $975,733 
The investment objective of Schuster i ng-term capital 
appreciation; the investment objective ectrum is to 
seek capital growth. CNA Management Corporation 
(“CNA”), wholly-owned subsidiary of CNA Financial 
Corporation, acts as investment adviser and pr ipal 
underwriter for both Applicants. The f ‘tor 


and officers of both Applicants are identical, and their 
governing instruments are substantially similar. According- 
ly, each of the Applicants may be deemed to be under 
common control, and, therefore, Applicants may be 
deemed to be affiliated persons of each other within the 
meaning of Section 2(a)(3) of the Act 


Applicants propose to enter into an agreement of merger 
under which Spectrum is to be merged into Schuster. 
Schuster shall be the surviving corporation, and the 
separate existence of Spectrum shall cease. The proposed 
merger is contingent upon the receipt of an opinion of 
counsel to the effect that the merger will constitute a tax- 
free reorganization. The agreement of merger requires 

the affirmative vote of at least a majority of the out- 
standing voting securities of Spectrum 


Prior to the effective date of merger, each Applicant will 
distribute to its respective shareholders a divident con 
sisting of substantially all of its undistributed net tax- 
able investment income and net taxable short-term 
capital gains. Such taxable dividends will be paid in each 
case in additional shares of the respective Applicant or 

at the election of each shareholder, in cash. On the 
effective date of merger, the outstanding shares of cap 
tal stock of Spectrum will be converted into that number 
of full shares (and fractional interest in a ful! share) of 
Schuster as shall have an aggregate net asset value, as of 
the last day on which the New York Stock Exchange is 
open for unrestricted trading prior to the effective date 
»f the merger, equal to the aggregate net ass« 
each shareholder's interest in Spectrum. 


t value of 


As of March 31, 1974, Spectrum had a tax loss carry 
forward of approximately $515,800. Of such tax loss 
carry forward, $205,787 will be available to Schuster 

if the merger is effected. As of March 31, 1974, Schus- 

ter had a tax loss carry forward of approximately 
$4,923,000. On March 31, 1974, Spectrum had unrealized 
losses of $141,870 and Schuster had unrealized losses of 
$2,650,057 


No adjustment in the net asset values of Applicants will 

e made to compensate for any potential Federal income 
tax impact on the shareholders of Applicants which may 
result from the differences between the Applicants in 
the percentage of each Applicant’s net unrealized capi- 
tal losses to its net asset value and in the amount of each 
Applicant's tax loss carry forward. Applicants assert that 
the application of an adjustment formula is inappropri- 
ite in this instance in view of the substantial tax loss 
carry forward and unrealized losses possessed by each 
Applicant. Applicants further assert that a tax adjust- 
ment can not be demonstrated to result in fairer treat- 
ment to the respective shareholders than not making 
an adjustment since the effect on a particular shareholder 
is dependent on a variety of personal factors such as the 
individual shareholder's capital gains tax rate, the individ- 
tal’s cost basis, the time when the individual ultimately 
redeems his shares in Schuster, and Schuster’s future 
pattern of realization and distribution of gains. 


Section 17(a) of the Act, in pertinent part, provides that 
it shall be unlawful for any affiliated person of a 
registered investment company knowingly to sell to or 
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purchase from such registered investment company any 
security or other property. Section 17(b) of the Act 
provides that the Commission, upon application, may 
exempt a proposed transaction from the provisions of 
Section 17(a) if evidence establishes that the terms of 
the proposed transaction, including the consideration to 
be paid or received, are reasonable and fair and do not 
involve overreaching on the part of any person concerned 
and the proposed transaction is consistent with the policy 
of each registered investment company concerned and 
with the general purposes of the Act. 


Applicants assert that the terms of the proposed transac 
tion are fair and reasonable and do not involve over- 
reaching on the part of any person concerned since shares 
of Schuster will be issued to the shareholders of Spectrum 
on the basis of the respective net asset values of each of 
the Applicants determined at the same point in time. Ap 
plicants state that certain expenses, such as legal, account 
ing, and custodial fees, qualification of shares for sale, 
shareholder meetings, preparation of proxies and share- 
holder reports, franchise taxes and possibly brokerage 
commissions, are expected to constitute a lower per- 
centage of income of the surviving Applicants than they 
presently constitute of each Applicant separately. 


Applicants assert that the proposed merger is consistent 
with the policies of both Spectrum and Schuster and the 
general purposes of the Act. The investment objectives 
of both Applicants is capital appreciation, and the in- 
vestment policies and restrictions of both Applicants are 
substantially the same. 


The aggregate expenses of the Applicants in connection 
with the proposed merger, including legal, accounting, 
printing, transfer agent and other miscellaneous expenses, 
are estimated at $12,500. Such expenses will be borne 

by Schuster in the event the merger is effected and will 
be allocated to each Applicant in proportion to its re- 
spective net asset value in the event the merger is not 
effected. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 16, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accopanied by a statement as 

to the nature of his interest, the reasons for such request, 
and the issues, if any, of fact or law proposed to be con- 
troverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dispos- 
ing of the application will be issued as of course follow- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 

a hearing is ordered, will receive any notices or orders 
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issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 





For the Commission, by the Division of Investment Man- 

agement Regulation, pursuant to delegated authority. 
George A. Fitzsimmons 
Secretar) 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8491/Sentember 10. 1974 


In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC 


IDS LIFE INSURANCE COMPAN\ 
IDS Center 
Minneapolis, Minnesota 55402 


(812-3636) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND RULE 
17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Investors Syndicate of 
America, Inc. (“ISA”), registered under the Investment 
Company Act of 1940 (‘Act’’), as a face-amount certifi- 
cate company, and IDS Life Insurance Company (“IDS 
Life’’), an insurance company incorporated in Minnesota, 
(collectively the ‘“Applicants’’), have filed an application 
pursuant to Section 17(d) of the Act and Rule 17d-1 
thereunder for an order of the Commission permitting 
Applicants to participate to the extent noted below in 
proposed transactions arising out of the merger of Uni- 
met Corporation (“Unimet’’) into Azcon Corporation 
(“Azcon"’). All interested persons are referred to the ap- 
plication on file with the Commission for a statement of 
the representations contained therein, which are sum- 
marized below. 


Applicants are each wholly-owned subsidiaries of Investors 
Diversified Services, Inc. (“"1DS’’) which acts as distribu- 
tor of the face-amount certificates issued by ISA and as 
investment adviser to each of the Applicants. Applicants 
have two common directors and three common officers. 
Unimet, which had consolidated assets of approximately 
$14,700,000 and consolidated income of approximately 
$1,100,000 as of Decernber 31, 1972, is a Delaware cor- 
poration engaged principally in the wholesale distribution 
of metals and metal products. ISA and IDS Life hold 
$1,250,000 and $416,667 respectively, in unpaid princi- 
pal amount of the 9%% Senior Notes due January 1, 1987 
of Unimet (the “Unimet Notes’’). Consolidated Gold 
Fieids Limited (“Gold Fields’’) and three of its wholly- 
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owned subsidiaries own not less than 84% of Azcon, a 


Maine corporation. Gold Fields, a United Kingdom corpor- 


ation, which had consolidated assets of approximately 


000 ($1,059,736,000) at market value and consolidated 
net income of approximately £ 19,043,000 ($43,989,000) 
as of June 30, 1973, is engaged principally in the mining 
business and other related businesses through wholly- 


owned or majority owned subsidiaries and associated com- 


panies. 


On June 30, 1972, ISA and IDS Life acquired $1,500,000 
and $500,000, respectively, in unpaid principal amount of 
the Unimet Notes which then had a maturity date of 
January 1, 1988. An election by Unimet subsequent to 
the issuance of the Unimet Notes to double two semi- 
annual sinking fund payments advanced maturity to 
January 1, 1987. The terms of the Unimet Notes were 
determined through a series of discussions between 

IDS, Unimet, and Laird Incorporated (“Laird’’), an 
underwriter retained by Unimet. After consideration of 
the offering materials prepared by Laird, the research 
reports and recommendations of IDS, and the results of 
other investigations, each of the Applicants determined 
that the purchase of the Unimet Notes was in its best 
interest. Applicants state that the purchase by ISA of 

the Unimet Notes was on the same terms as the purchase 
by IDS Life and, therefore, was not on a basis different 
from or less advantageous than the purchase by IDS Life. 
It is submitted that the notes received, the Note Agree- 
ments entered into, and the rights of payment were 
identical for ISA and IDS Life and that only the princi- 
pal amount purchased by each applicant varied. Appli- 
cants represent that this variation reflected considerations 
of respective cash flow and risk in relation to total assets 
available for investment. It is stated that neither ISA, 

IDS Life or IDS nor any of their affiliates held Unimet 
securities other than the Unimet Notes on June 30, 

1972 or subsequent thereto. 


Following a successful tender offer for Unimet’s common 
stock, Unimet was merged into Azcon. Unimet requested 
that the holders of the Unimet Notes consent to the 
merger since the terms of the Unimet Notes required 

such consent. In addition, Unimet requested that the 
holders of the Unimet Notes consent to the modification 
of the Unimet Notes to eliminate certain negative conve- 
nants in exchange for like guarantees by Gold Fields. 
Such request was made to conform the terms of the 
Unimet Notes to the terms of a bank term loan negoti 
ated by Azcon to finance the tender offer. Applicants 
have consented to such merger and modifications con- 
tingent upon the granting of an order permitting their 
participation in such transactions since it was necessary 
for Azcon to commence its tender offer and consum- 
mate the merger prior to the issuance of such an order. 

In the event an order permitting Applicants’ participation 
isnot granted, Azcon will prepay the aggregate unpaid 
principal amount of the Unimet Notes held by the Ap- 
plicants, plus interest accrued thereon, together with a 
prepayment premium of 8.64% of such principal amount 
in accordance with the prepayment provisions of the 














Unimet Notes. Other institutional investors holding Uni- 
met Notes elected to have their Unimet Notes prepaid 
and such prepayment has been affected 





Applicants propose to enter into Exchange and Recapi- 
talization Agreements (the “Exchange Agreements”) 
with Azcon and Gold Fields providing for the issuance 
to Applicants of Azcon’s 9%% Senior Notes due January 
1, 1987 (the ““Azcon Notes”) in an aggregate principal 
amount equal to the aggregate unpaid principal amount 
of the Unimet Notes held by Applicants. The Azcon 
Notes and the Exchange Agreements will contain none 

of the restrictions relating to various financial matters 
provided in the Unimet Notes such as limitations on in- 
debtedness, lease obligations, liens and investment divi- 
cends and will contain no asset maintenance requirements 
on net worth and working capital. In lieu of these restric- 
tions, Applicants will receive the unconditional guaranty 
of Gold Fields (the ““Guaranty”) of the due and punctu- 
al payment of the Azcon Notes. Pursuant to the Guar- 
anty, Gold Fields will be obligated, if an event of default 
shall occur under the terms of the Azcon Notes, to 
purchase the Azcon Notes from the holders thereof at 
the principal amount thereof plus accrued interest and 
any applicable premium thereon. Under the Exchange 
Agreements, Azcon will be permitted to merge into or 
sell its assets to another company provided such other 
company is organized under the laws of the United States 
or of any state in the United States and expressly assumes 
the obligations of Azcon under the Azcon Notes and the 
Exchange Agreements. It will constitute an event of de- 
fault under the Azcon Notes if Gold Fields, together 

with its wholly-owned subsidiaries, fails at any time 

to own at least 51% of the voting stock of Azcon or any 
successor to Azcon. Except for the foregoing differences, 
the Azcon Notes to be received by ISA and IDS Life will 
be identical in all material respects to the Unimet Notes 
and will rank equally in right of payment. 


Applicants state that since IDS is the parent of and the 
investment adviser for both ISA and IDS Life, Appli- 
cants might be deemed to be under ‘““common control” 
and each of the Applicants and IDS might be deemed to 
be an “affiliated person” of each of the others under 

the definition of “affiliated person” set forth in Section 
2(a)(3) of the Act. Rule 17d-1 adopted by the Commis- 
sion under Section 17(d) of the Act pravides, in perti- 
nent part, that “no affiliated person of or principal 
underwriter for any registered investment company... 
and no affiliated person of such a person or principal 
underwriter, acting as principal, shall participate in, or 
effect any transaction in connection with, any joint 
enterprise or other joint arrangement or profit-sharing 
plan in which any such registered investment company 
...i§ a participant, and which is entered into, adopted 

or modified subsequent to the effective date of this rule, 
unless an application regarding such joint enterprise, 
arrangement or profit-sharing plan has been filed with 
the Commission and has been granted by an order entered 
prior to the submission of such plan or modification to 
security holders for approval, or prior to such adoption 
or modification if not so submitted.” It also provides that 
in passing upon such application the Commission will 
consider whether the participation of such registered 
investment company in such joint enterprise, joint 
arrangement, or profit-sharing plan on the basis proposed 
is consistent with the provisions, policies and purposes of 
the Act and the extent to which such participation is on 
a basis different from or less advantageous than that of 
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other participants. Applicants submit that the consent 

to the merger of Unimet into Azcon by the respective 
Applicants, the execution by them of the Exchange 
Agreements and the carrying out of the transactions con 
templated thereby and by the Azcon Notes and the Guar 
anty may be deemed to constitute a joint enterprise, joint 
arrangement or profit-sharing plan as defined by Rule 
17d-1. 


Applicants assert that the merger of Unimet into Azcon 
and the receipt by Applicants of the Azcon Notes and the 
Guaranty will be in the best interests of ISA and IDS Life 
and that the participation of ISA in such transactions will 
be consistent with the provisions, purposes and policies 
of the Act. Applicants represent that the Guaranty will 
improve their present position and that the Azcon Notes 
sO guaranteed constitute an attractive investment for 

each of them in view of the overriding financial strength 
of Gold Fields as compared to Unimet. Applicants assert 
that the terms of the Azcon Notes and the Exchange 
Agreements are identical, with respect to both Appli 
cants, except as to the principal amount of the Azcon 
Notes, and that the Azcon Notes received by ISA rank 
equally in right of payment with those to be received 

by IDS Life. Applicants therefore represent that the 
Participation of ISA is not on a basis different from o1 
less advantageous than that of IDS Life. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 7, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the na- 
ture of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in 

the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following October 7, 1974, unless 
the Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 

this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to deiegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8492/September 10, 1974 


in the Matter 


HAYDEN STONE, INC 
767 Fifth Avenue 
New York, New York 


BERNSTEIN-MACAULAY, INC 
767 Fifth Avent 


New York, Ne i 


(812-3549) 


NOTICE OF FILING O| 
TO SECTION 9(c) FOR 
9(a) OF THE | 


PPLICATION PURSUANT 
EXEMPTION FROM SECTION 
FMENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that Hayden Stone, Inrc., 
f 


(““Hayden’’) and Bernstein-Macaulay, Inc. (““Bern- 


stein’) have file application pursuant to Section 

O(« ) of the Investment Compar \ Act of 1940 (‘Invest 
ment Company Act’’) for an order exempting Hayden 
and Bernstein from the provisions of Section 9(a) of 

the Investment Company Act insofar as any ineligibility 
to serve or act in the capacities enumerated in Section 
9(a) of the Investment Comp any Act arises out of in- 
junctions entered against Hayden in connection with two 


civil actions entitled Securities and Exchange Commission 
v. Topper Corporation, et al. (United States District Court 
for the Southern District of New York 73 CA4848) 
(“Topper Case’) and SEC v. Hayden Stone, Inc., et al. 
(United States District Court for the Southern District 

of New York 74 CA1014) (“Hayden Case’’) 


All interested pers are referred to the application on 
file with the Commission for a statement of the repre- 
sentations made therein which are summarized below. 


Hayden states that it is a multi-service, publicly held 
broker-dealer with 55 domestic and foreign branches 
carrying approximately 80,000 active customer accounts 
and empl g over 2,000 persons. Hayden states that it 
is presently in the process of effectuating a merger be- 
tween Hayden and another broker-dealer, Shearson, 
Hammill & Co., Incorporated, (‘““Shearson, Hammill”’). 
Shearson, Hammill is principal underwriter for and 
through its wholly-owned subsidiary, The Shearson 
Hammill Management Company, Inc., is an investment 
adviser to four registered investment companies: 


Shearson Income Fund, Inc. 
Shearson Investors Fund, Inc., 


Shearson Capital Fund, Inc., and 


Shearson Appreciation Fund, Inc. 


Bernstein is a wholly owned subsidiary of Hayden and is 
registered with the Commission as an investment adviser. 
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Section 9(a)(2) of the Investment Company Act, as here 
pertinent, makes it unlawful for any person who, by 
reason of any misconduct, is permanently or temporarily 
enjoined by order, judgment, or decree of any court of 
competent jurisdiction from engaging in or continuing 
any conduct or practice in connection with the purchase 
or sale of any security to serve or act in the capacity of 
employee, officer, director, member of advisory board, 
investment adviser or depositor of any registered invest- 
ment company or principal underwriter for any registered 
open-end company, registered unit investment trust, or 
registered face amount certificate company. Section 9(a) 
(3) makes it unlawful for a company, any affiliated person 
of which is ineligible by reason of Section 9(a)(2) to 

serve or act in the enumerate capacities. 


Section 9(c) provides that upon application the Commis- 
sion by order shall grant an exemption for the provisions 
of Section 9(a) either unconditionally or on an appro- 
priate temporary or other conditional basis, if it is estab- 
lished that the prohibitions of Section 9(a) as applied to 
Hayden Stone and/or Bernstein are unduly or dispropor- 
tionately severe, or that the conduct of such person had 
been such as not to make it against the public interest or 
protection of investors to grant such application. 


On November 12, 1973, Hayden consented to an injunction 
in the Topper case referred to above. Said injunction en- 
joined Hayden from further violations of Section 10(b) 

of the Securities and Exchange Act of 1934 (“Exchange 
Act’) and Rule 10b-5 thereunder in connection with the 
purchase or sale of securities in the capacity as managing 

or co-managing underwriter of a public offering or as 
manager of a private placement. The allegations in the 
Topper case related to non-disclosures in a private place- 
ment of Topper securities in September, 1971. 


On March 5, 1974 Hayden consented to an injunction in 
the Hayden case referred to above. Said injunction re- 
strained Hayden from violating Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the Securi- 
ties Exchange Act, Rule 10(b)-5 thereunder in connec- 
tion with the purchase or sale of any securities in a 

public offer for which Hayden is a managing or co-man- 
aging underwriter, and Rule 10b-6 thereunder in connec- 
tion with the distribution of any security in which Hay- 
den is participating or has agreed to participate. In con- 
nection with the settlement of the injunctive action, 
Hayden also consented to the institution of administra- 
tive proceedings by the Commission and to the imposi- 
tion of sanctions against it in those proceedings. (Securi- 
ties and Exchange Act Release 10675, March 8, 1974.) 
The allegations in the Hayden case related to a public 
offering of the securities of The Seaboard Corporation 
which was underwritten by Hayden in January, 1970. 


By virtue of the Topper and Hayden injunctions, Hayden 
and Bernstein are subject to the prohibitions of Section 
9(a). Hayden states that it seeks exemptions from the 
prohibitions so that it can act as an underwriter for open 
end investment companies or unit investment trusts, and 
in the event the merger of Hayden and Shearson Hammill 
is successfully concluded, and subject to the appropriate 
approvals by the investment companies presently man- 
aged by Shearson Hammill, it is contemplated that the 


merged company will become investment adviser and 
principal underwriter for the investment companies either 
directly or through Bernstein or some other subsidiary 

of the merged company. 


Hayden and Bernstein state that the prohibitions of Sec- 
tion 9(a) of the Act are unduly harsh and disproportion- 
ately severe as applied to Hayden and Bernstein and 
that the conduct of Hayden and Bernstein has been such 
as not to make it against the public interest or the pro- 
tection of investors for the Commission to grant a per- 
manent exemption from the provisions of Section 9(a) 
of the Act. 


In support thereof, Hayden and Berstein state: 


(i) Since the date of the transactions involving Seaborad 
and Topper, Hayden had undergone significant changes 
in terms of size, management, and services offered to the 
public; 


(ii) Except for the two injunctive actions, neither Hayden 
nor Bernstein has ever been charged by the Commissior 

or the Government in either a formal administrative pro 
ceeding or a court action with violations of any of the 
securities laws; and 


(iii) Hayden proceeded at all times in good faith 


NOTICE IS FURTHER GIVEN that any interested per- 
son may not later than September 26, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing upon Hayden and Bernstein at the ad- 
dress set forth above. Proof of such service (by affida- 

vit or in the case of an attorney-at-alw by certificate) 
shall be filed contemporaneously with the request. At 
any time after said date, as provided in Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the Application herein may be issued 
by the Commission upon the basis of the information 
stated in said application, unless an order for hearing 
upon said application shall be issued upon request or 
upon the Commission’s own motion. Persons who request 
a hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter in- 
cluding the date of the hearing (if ordered) and any 
postponement thereof. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8493/September 12, 1974 


In the Matter of 


VANGUARD FUND, INC. 
c/o Stein & Rosen 

1370 Avenue of the Americas 
New York, New York 10019 


(811-966) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Vanguard Fund, Inc. (“Applicant”), a non-diversified, 
open-end management investment company registered 
under the Investment Company Act of 1940 (‘‘Act’’), has 
filed an application pursuant to Section 8(f) of the Act 
for an order of the Commission declaring that Applicant 
has ceased to be an investment company as defined in the 
Act. 


On August 12, 1974, a notice (Investment Company Act 
Release No. 8459). was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing 

of the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that Ap- 
plicant has ceased to be an investment company, Accord- 
ingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Vanguard Fund, Inc., 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8494/September 13, 1974 


ADOPTION OF AN AMENDMENT OF RULE 17a-7 
UNDER THE INVESTMENT COMPANY ACT OF 1940 
TO QUALIFY FOR THE RULE’S EXEMPTIVE RELIEF 
THE PURCHASE OR SALE OF SECURITIES PRINCI- 
PALLY TRADED IN THE OVER-THE-COUNTER MAR- 
KET SUBJECT TO SPECIFIED CRITERIA AND OF AN 
AMENDMENT OF ITEM 2.07 OF FORM N-1R AND OF 
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THE EDP ATTACHMENT TO FORM N-1R UNDER THE 
ACT TO OBTAIN BETTER INFORMATION CONCERN. 
ING RULE 17a-7 TRANSACTIONS UNDER THE ACT 


File No. S7-509 


On January 28, 1974, the Securities and Exchange Com- 
mission published notice (Investment Company Act Re- 
lease No. 8199) that it had under consideration the amend- 
ment of Rule 17a-7 under the Investment Company Act 
of 1940 (the “‘Act’’) pursuant to the authority granted 
to the Commission by Sections 6(c) and 38(a) of the 
Act and the revision of item 2.07 of Form N-1R and of 
the EDP Attachment to Form N-1R for management 
investment companies pursuant to the authority granted 
to the Commission by Section 30 of the Act and by Sec- 
tions 13 and 15(d) of the Securities Exchange Act of 
1934 (the “1934 Act”). 


The period for public comment on the proposed amend- 
ments having expired and the Commission having con- 
sidered the comments and suggestions received, the Com- 
mission has determined to adopt the amendments of 
Rule 17a-7 under the Act and of Item 2.07 of Form N-1R 
and of the EDP Attachment to Form N-1R in the form 
set forth below. 


Rule 17a-7 under the Act exempts from the prohibition of 
Section 17(a) of the Act purchase and sale transactions 
between affiliated investment companies if certain criteria 
specified in the rule are satisfied. These include the re- 
quirements that the security involved be one traded prin- 
cipally on a national securities exchange and that the 
price used in the transaction be the current market price 
on that exchange. The amendment to Rule 17a-7, as ori- 
ginally proposed, would have expanded the relief afforded 
by Rule 17a-7 to transactions in securities which are in- 
cluded in an interdealer quotation system, such as NASDAQ, 
which is sponsored and governed by the rules of a national 
securities association registered pursuant to Section 15A 
of the 1934 Act, provided (1) the transaction were effected 
at the average of the highest last independent bid and the 
lowest last independent offer as quoted for such security 
on such quotation system on such day and (2) on such 
day such quotation system carried at least two independent 
bids and offers furnished or submitted by at least two 
brokers or dealers. 


One comment was received on the proposed amendment 
to Rule 17a-7 which asked that the Commission clarify 
whether the limited information provided by Level 1 

of the NASDAQ System would provide a sufficient basis 
for setting prices for transactions in compliance with 
the amended rule. It would not. Level 1 provides se- 
lected, representative bid and ask quotations for securi- 
ties in the NASDAO system. In order to determine a 
price for a transaction pursuant to the amended rule in 
a NASDAQ security, information must be available as 
to the actuai highest current independent bid and the 
lowest current independent offer for such security 
quoted by market makers in the system. Persons with 
only Level 1 information do not know whether the 
representative prices which they have are the highest 
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current bid and lowest current offer and, therefore, cannot 
determine a price which complies with the requirements 
of the rule. Since the standard imposed by the rule in this 
regard is designed to effect an equality between the 
treatment afforded securities whose principal market is 

a national securities exchange and securities whose prin- 
cipal market is the over-the-counter market, the Com- 
mission does not deem it appropriate to revise the rule 

to allow prices in the latter situation based on representa- 
tive quotations while those in the former situation would 
have to be based on all quotations or prices. 


Another comment suggested that an ambiguity may exist 
in the construction of the word ‘last’ in paragraph (b) 
and proposed paragraph (c) of the rule, i.e., whether 

‘last’ refers to and means the sales price or bid and offer 
next preceding the transaction or whether ‘last’ means 
the closing sales price or closing bid and offer on the 

day of the transaction. The word ‘last’ in paragraph (b) 

is intended to refer to sales prices which immediately 
precede the transaction being executed in accordance 
with the existing rule. However, the word ‘last’ which ap- 
pears twice in proposed paragraph (c) has been changed 
to ‘current’ in order to correlate the type of quotation 
with its respective quotation system. The Commission 
has also added the word ‘current’ to sub-part (3) of pro- 
posed paragraph (c) to further emphasize this clarifica- 
tion. Accordingly, with respect to transactions involving 
over-the-counter securities, the independent bids and 
offers used in determining the transaction price must be 
those which are currently being displayed by the sys- 
tem. These changes, the Commission believes will cor- 
relate the valuation procedure for over-the-counter secur- 
ities with that for listed securities. 


In addition to the changes mentioned above, the Com- 
mission has also made the following changes: (i) to 
sub-part (1) of proposed paragraph (c), the language 
“and which displays quotations for such security on a 
current and continuous basis” has been added to des- 
cribe more precisely the quotation system which can 
be used to effect the transaction; (ii) to the beginning 
of sub-part (3) of proposed paragraph (c), the language 
“at the time of such transaction” has been added to 
emphasize the fact that the quotes being used must be 
those which are being displayed by the system at the 
time of execution; and (iii) to sub-parts (2) and (3) of 
proposed paragraph (c), the language ‘‘on such day” has 
been deleted to make these clauses consistent with the 
change described in (ii) above. 


Item 2.07 of Form N-1R, the annual report of all manage- 
ment investment companies except those which issue 
periodic payment plan certificates and small business 
investment companies, requires the registrant to describe 
in paragraphs (b) and (c), among other things, all Rule 
17a-7 transactions and to identify the persons involved 
and the nature of their affiliation with the registrant. 
Paragraphs (b) and (c) of Item 2.07 of Form N-1R, 

as now amended, will require the registrant to state also 
the reasons why it was appropriate for one investment 
company to purchase securities which an affiliated in- 
vestment company wished to sell. This additional re- 
quirement is designed to deter any overreaching of the 
investment companies participating in Rule 17a-7 tran- 


sactions and to assist the Commission in its enforcement 
program. 


Item 2.07 of the EDP Attachment to Form N-1R will be 
redesignated as Item 2.07(a) and will continue to require 
the registrant to answer affirmatively or negatively 
whether it engaged in any transactions reported in Item 
2.07 of Form N-1R which were not exempted by order 
of the Commission or exempted or excepted by any 
provisions of Section 17 or 21 of the Act. To facilitate 
review of Rule 17a-7 transactions, Item 2.07(b) will be 
added to the EDP Attachment to require the registrant 
to state affirmatively or negatively whether it reported 
in Item 2.07 of its annual report on Form N-1R any 
transactions which were exempted by Rule 17a-7 under 
the Act. 


As amended, Rule 17a-7 under the Investment Company 
Act of 1940 reads as follows (matter in brackets deleted; 
new matter in italics): 


Exemption of Certain Purchase or Sale Transactions Be 
tween Affiliated Registered Investment Companies 


Rule 17a-7. 


A purchase or sale transaction between registered invest- 
ment companies, which are affiliated persons, or a/filiated 
persons of affiliated persons, of each other, or between 
separate series of a registered investment company, shall 
be exempt from Section 17(a) of the Act provided: 


(a) The transaction is a purchase or sale, for no consid- 
eration other than cash payment against prompt deliv- 
ery, of a security traded on a national securities ex- 
change or of a security traded in the over-the-counter 
market; 


(b) [(1) The] /f the principal market for such security 
is a national securities exchange, [and (2)] the tran- 
saction is effected at the independent current market 
price of such security on such principal market. For 
the purpose of this paragraph, the “current market 
price’”’ shall be the last independent sale price of such 
security on such exchange if such security was traded 
on such exchange on such day, or the average of the 
highest current independent bid and the lowest cur- 
rent independent offer for such security on such 
exchange if it was not traded on such exchange 

on such day; 


(c) /f the principal market for such security is the over- 
the-counter market, (1) the security is included in an 
interdealer quotation system which is sponsored and 
governed by the rules of a national securities association 
registered pursuant to Section 15A of the Securities Ex- 
change Act of 1934 and which displays quotations for 
such security on a current and continuous basis, (2) 

the transaction is effected at the average of the highest 
current independent bid and the lowest current inde- 
pendent offer for such security as quoted on such quo- 
tation system, and (3) at the time of such transaction, 
such quotation system carries at least two independent 
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current bids and offers furnished or submitted by at least 
two brokers or dealers with respect to such security; 


(d) [(c)] The transaction is consistent with the policy of 
each registered investment company, or of separate series 
of a registered investment company, as recited in its regis- 
tration statement and reports filed under the Act; and 


(e) [(d)] No brokerage commission, fee (except for cus- 
tomary transfer fees), or other remuneration is paid in 
connection with the transaction. 


Rule 17a-7 is amended pursuant to the authority granted 
the Commission by Sections 6(c) and 38(a) of the Act, 
effective November 1, 1974. 


Item 2.07 Transactions Between Registered or Controlled 
Company and Affiliated or Certain Other Persons (Sec- 
tions 17(a), 17(b), 17(c) and 21) 


(b) If during the fiscal year any of the persons specified 
below, acting as principal, sold to the registrant, or to 

any company controlled by the registrant, any security 

or other property, other than pursuant to any of the ex- 
ceptions specified in Section 17(a)(1) or 17(c) of the 

Act, cite the specific order, if any, of the Commission 
pursuant to Section 17(b) of the Act relied upon for 
exemption, or, in the absence of such an order, describe 
the transaction, identify the persons and the nature of the 
affiliation with the registrant, and cite the rule, if any, 
under the Act relied upon for exemption. /f Rule 17a-7 
was relied upon for exemption, also state the reasons why 
the registrant purchased and the persons sold such secur- 
ity or property. 


(c) If during the fiscal year any of the persons specified 
in paragraph (b) above, acting as principal, purchased 
from the registrant, or from any company controlled by 
the registrant, any security or other property, other than 
pursuant to any of the exceptions specified in Section 
17(a)(2) or 17(c) of the Act, furnish the information re- 
quired in paragraph (b) above [ 7, including, if Rule 
17a-7 was relied upon for exemption, the reasons why 
the persons purchased and the registrant sold such se- 
curity or property. 


Paragraphs (b) and (c) of Item 2.07 of Form N-1R are 
amended pursuant to the authority granted the Commission 
by Section 30 of the Act and Sections 13 and 15(d) of the 
Securities Exchange Act of 1934. The revisions of the 

form are to be effective for all fiscal years ending on or 
after December 31, 1974. 


As amended, paragraphs (a) and (b) of Item 2.07 of Part 
Il of the EDP Attachment to Form N-1R read as follows 
(new matter in italics:) 


Item 2.07(a) Transactions between registrant or con- 
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trolled company and affiliated or certain other persons 
(Sections 17(a), 17(b), 17(c) and 21). State whether ( 
registrant reported in Item 2.07 of its annual report ' 
on Form N-1R for fiscal year any transaction which was ‘4 , 
not exempted by an order of the Commission or ex- c 
empted or excepted by any provision of Section 17 or e 
21 of the Act or any rule thereunder. t 
a 
a (Yes or No) : 
fe 
Item 2.07(b) Certain Purchase or Sale Transactions Be- v 
tween Certain Registered Investment Companies (Rule 
17a-7). State whether registrant reported in Item 2.07 p 
of its annual report on Form N-1R for fiscal year any Q 
transaction which was exempted by Rule 17a-7 under . 
the Act. - 
crt (Yes or No) : 
ir 
Item 2.07 of Part Il of the EDP Attachment to Form N-1R 1 
is amended pursuant to the authority granted the Com- Py 
mission by Section 30 of the Act and Sections 13 and W 
15(d) of the Securities Exchange Act of 1934. The revi- 0 
sions of the attachment are to be effective for all fiscal 
years ending on or after December 31, 1974. E 
p 
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NOTICE OF FILING OF APPLICATION FOR ORDER ov 
PURSUANT TO SECTION 17(b) EXEMPTING PRO- int 
POSED TRANSACTIONS FROM SECTION 17(a) in 
ass 
NOTICE IS HEREBY GIVEN that Fourth Empire Fund, “ 


Inc. (“Fourth”), Fifth Empire Fund, Inc. (“Fifth”), 
Sixth Empire Fund, Inc. (“Sixth”) and Federated Re- 
gional Research Investments, Inc. (‘“Regional Research”) 


















(collectively ‘‘Applicants’’), open-end diversified manage- 
ment investment companies registered under the Invest- 
ment Company Act of 1940 (“Act”), have filed an appli- 
cation pursuant to Section 17(b) of the Act for an order 
exempting from the provisions of Section 17(a) of the Act 
the proposed transactions pursuant to which Fifth, Sixth 
and Regional Research will be merged into Fourth as 

more fully described below. All interested persons are 
referred to the application on file with the Commission 

for a statement of the representations contained therein, 
which are summarized below. 


Applicants are incorporated under the law of the State 
of Maryland and the governing instruments of Appli- 
cants are substantially similar. Fourth, Fifth and Sixth 
operate under investment advisory contracts containing 
substantially similar terms and which base advisory fees 
on a percentage of net assets and a percentage of gross 
income. Regional Research operates under an invest- 
ment advisory contract which bases the advisory fee 
solely on a percentage of net assets. The same individuals 
who serve as directors of Fourth also serve as directors 
of Fifth, Sixth and Regional Research. 


Empire |!V Research Corp., Empire V Research Corp., Em- 
pire VI Research Corp. and Regional Research Corp., 
wholly owned subsidiaries of Federated Investors, Inc., 
act as investment advisers to Fourth, Fifth, Sixth and Re- 
gional Research, respectively; and Federated Research 
Corp., another wholly owned subsidiary of Federated In- 
vestors, Inc., acts as sub-investment adviser to Applicants. 
Accordingly, the Applicants may be deemed to be under 
common control and, therefore, each Applicant may be 
deemed an affiliated person of the other within the mean- 
ing of Section 2(a)(3) of the Act. 


Applicants have entered into a Plan and Agreement of Mer- 
ger (“Agreement of Merger’’) which provides for the mer- 
ger, pursuant to Maryland law, of Fifth, Sixth and Region- 
al Research into Fourth. Each Applicant will obtain either 
aruling from the Internal Revenue Service or opinions 
from its respective tax counsel that the merger will con- 
stitute a tax-free reorganization, no gain or loss will be 
recognized by Applicants or their shareholders as a result 
of the merger, and the assets of Fifth, Sixth and Regional 
Research, respectively, will have the same tax basis in the 
hands of Fourth as they had in the hands of Fifth, Sixth 
and Regional Research, respectively. Approval of the 
Agreement of Merger requires the affirmative vote of the 
holders of a majority of the outstanding shares of each 
Applicant. If the Agreement of Merger is approved, it is 
anticipated that the merger will take place on or about 
November 30, 1974. 


On the effective date of the merger, the outstanding shares 
of common stock of Fifth, Sixth and Regional Research 
owned by each respective shareholder will be converted 

into that number of full shares (and fractional interests 

ina full share) of Fourth as shall have an aggregate net 

asset value, as of the last day on which the New York Stock 
Exchange is open for unrestricted trading prior to the effec- 
tive date of the merger, equal to each Fifth, Sixth and 
Regional Research shareholder’s pro rata interest in the 
value of the net assets of Fifth, Sixth and Regional Re 
search. Prior to the effective date of the merger, each Ap- 



















plicant will declare a dividend to its respective shareholders 
consisting of substantially all of its undistributed net tax- 
able investment income and net short-term capital gains. 
With respect to long-term capital gains realized by Fifth 
from December 1, 1973 (the beginning of its fiscal year) 
up to the effective date of the merger, by Sixth from 
April 1, 1974 (the beginning of its fiscal year) up to the 
effective date of the merger, and by Regional Research from 
August 1, 1974 (the beginning of its fiscal year) up to the 
effective date of the merger, Fifth, Sixth and Regional Re- 
search will accrue the Federal tax payable thereon as a lia- 
bility to be paid by Fourth as the surviving corporation, 
and in determining the number of shares of Fourth to be 
issued in the transaction, a reduction in an amount equal 
to such tax will be made on the net asset values of Fifth, 
Sixth and Regional Research. Shortly before the effective 
date, Fourth will make a distribution of its shareholders of 
long-term capital gains, if available, substantially equal to 
the net long-term capital gains realized but not previously 
distributed since April 1, 1974 (the beginning of its fiscal 
year). 


No adjustment in the net asset values of Applicants will be 
made to compensate for any potential Federal income tax 
impact on the shareholders of Applicants which may result 
from differences in the percentage of each Applicant’s net 
unrealized capital appreciation to its net asset value. Ap- 
plicants assert that such potential tax consequences to 
shareholders cannot practically be determined and that 
there is, therefore, no way in which such potential conse- 
quences can be offset in an equitable manner. Applicants 
contend, moreover, that, in any case, such consequences 
will be minor. 


Securities in the portfolio of Regional Research which are 
not traded on a national securities exchange but for which 
quotations are available are evaluated at the mean between 
the bid and asked price. For purposes of the merger, how- 
ever, such securities will be valued at their bid price, which 
method of valuation is consistent with that of Fourth. Ac- 
cordingly, the net asset value of Regional Research would 
have been reduced by $38,875 or approximately $0.0822 
per share if the merger had taken place on July 31, 1974. 


If the proposed merger had taken place on July 31, 1974, 
when Fourth had 699,010 shares outstanding and net 

assets of $9,824,890; Fifth had 668,691 shares outstanding 
and net assets of $7,565,039; Sixth had 796,451 shares 
outstanding and net assets of $8,549,576; and Regional 
Research had 472,678 shares outstanding and net assets of 
$2,745,800, each shareholder of Fifth would have received 
.8049 shares of Fourth for each share of Fifth he owned; 
each shareholder of Sixth would have received .7637 

shares of Fourth for each share of Sixth he owned; and each 
shareholder of Regional Research would have received .4133 
shares of Fourth for each share of Regional Research he 
owned. 


Section 17(a) of the Act, in pertinent part, provides that it 
is unlawful for an affiliated person of a registered investment 
company or an affiliated person of such a person, to know- 
ingly sell to, or purchase from, such investment company 
any security or property. Section 17(b) of the Act provides 
that the Commission may exempt a proposed transaction 
from Section 17(a) of the Act if the evidence establishes 
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that (1) the terms of the proposed transaction are reason- 
able and fair and do not involve overreaching on the part 
of any person concerned; (2) the proposed transaction is 
consistent with the policy of each registered investment 
company concerned; and (3) the proposed transaction is 
consistent with the general purposes of the Act. 


Applicants represent that the transaction is fair and reason- 
able and does not involve overreaching by any party con- 
cerned, in that the merger will be accomplished on the 
basis of the net asset values of Fourth, Fifth, Sixth and 
Regional Research at the same point in time. The appli- 
cation states that the reduction in net asset value of Re- 
gional Research resulting from evaluation of certain of 
its portfolio securities in accordance with the charter of 
Fourth is minimal. In addition, it is represented that this 
procedure is merely one of the factors to be considered 
by the shareholders of Regional Research in determining 
whether to approve the proposed merger. Applicants as- 
sert that the shareholders of each Applicant will benefit 
by the elimination of certain presently duplicated ex- 
penses such as legal, proxy and advisory expenses. In 
addition, greater investment flexibility both with respect 
to normal portfolio transactions and redemption proce- 
dures is expected. 


The aggregate expenses of Applicants in connection with 
the proposed merger, including legal, accounting, trans- 
fer agent and other miscellaneous expenses, are esti- 
mated at $25,000. All such expenses will be allocated 

to each Applicant in proportion to its respective net asset 
value. 


Applicants represent that the proposed mergez is consistent 
with the investment policies of Fourth, Fifth and Sixth, 
which are basically to seek long-term growth of capital 
and of income. It is further represented that the invest- 
ment policy of Regional Research, which is to obtain 
growth of capital through investment in common stocks 
selected by using information supplied by regional invest- 
ment banking and brokerage firms, has proven less effec- 
tive than anticipated. Therefore, the Board of Directors 
of Regional Research has decided that a modification of 
this policy was required in order to stem the decline in 

its net asset value and that the proposed merger would be 
in the best interests of the shareholders of Regional Re- 
search. Applicants further assert that the proposed merger 
is consistent with the general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 8, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issue, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the 
point of mailing) upon Applicants at the address stated 
above. Proof of such service (by affidavit or in the case of 


an attorney-at-law, by certificate) shall be mailed contempor- 


aneously with the request. As provided by Rule 0-5 of the 
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Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following said date unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8496/September 13, 1974 


In the Matter of 


AMERICAN EXPRESS INVESTMENT FUND, INC. 
AMERICAN EXPRESS STOCK FUND, INC. 
AMERICAN EXPRESS INCOME FUND, INC. 
AMERICAN EXPRESS CAPITAL FUND, INC. 
AMERICAN EXPRESS SPECIAL FUND, INC. 
AMERICAN EXPRESS GOVERNMENT SECURITIES 
FUND, INC. 


and 


AMERICAN EXPRESS INVESTMENT MANAGEMENT 
COMPANY 

P. O. Box 7650 

San Francisco, California 94120 


(812-3673) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT 
APPROVING AN OFFER OF EXCHANGE AND PUR- 
SUANT TO SECTION 6(c) GRANTING EXEMPTION 
FROM THE PROVISIONS OF SECTION 22(d) OF THE 
ACT AND RULE 22d-1 THEREUNDER 


American Express Investment Fund, Inc., American Express 
Stock Fund, Inc., American Express Income Fund, Inc., 
American Express Capital Fund, Inc. and American Express 
Special Fund, Inc. (herein collectively referred to as 
“Funds’’), and American Express Government Securities 
Fund, Inc. (““AEGS”), each of which is registered as an 
open-end investment company under the Investment Com- 
pany Act of 1940 (“‘Act”’) and American Express Invest- 
ment Management Company have filed an application 

for an order (1) pursuant to Section 11(a) of the Act to 
permit the Funds to offer to exchange their shares for 
shares of AEGS on a basis other than their relative net 
asset value per share at the time of the exchange and (2) 
pursuant to Section 6(c) of the Act granting exemptions 
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from Section 22(d) of the Act and Rule 22d-1 thereunder, 
in connection with such exchanges. 


On August 15, 1974, a notice (Investment Company Act 
Release No. 8462) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application would be issued as of course unless a hear- 
ing should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


IT iS ORDERED, pursuant to Section 11 of the Act, 
that the proposed exchange offer be approved, and 


IT iS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from Section 
22(d) of the Act and Rule 22d-1 thereunder, to the 

extent requested, be and hereby is granted, effective 
forthwith. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8497/September 13, 1974 


In the Matter of 


THE CAPITOL LIFE INSURANCE COMPANY 


and 


CAPITOL LIFE SEPARATE ACCOUNT A 


1600 Sherman Street 
Denver, Colorado 80207 


(812-3643) 


ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING AN OFFER OF EXCHANGE AND PUR- 
SUANT TO SECTION 6(c) OF THE ACT GRANTING 
EXEMPTION FROM THE PROVISIONS OF SECTIONS 
22(d), 26(a), and 27(c)(2) OF THE ACT 


The Capitol Life Insurance Company and Capitol Life 
Separate Account A, a unit investment trust regis- 


tered under the Investment Company Act of 1940 
(“‘Act’’) (hereinafter collectively referred to as ““Appli- 
cants”), have filed an application pursuant to Section 
11 of the Act for an order to permit certain offers of 
exchange and pursuant to Section 6(c) of the Act for 
exemption from the provisions of Sections 22(d), 26(a) 
and 27(c)(2) of the Act. 


On August 15, 1974, a notice (Investment Company Act 
Release No. 8463) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportun- 
ity to request a hearing and stated that an order dispos- 
ing of the application would be issued as of course un- 
less a hearing should be ordered. No request for a hear- 
ing has been filed, and the Commission has not ordered 
a hearing. 


The matter having been considered, it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 11 of the Act, 
that the proposed exchange offers are approved, and, 
pursuant to Section 6(c) of the Act, that the application 
for exemption from the provisions of Section 22(d) of 
the Act, be, and hereby is, granted, effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for the aforementioned 
exemptions from the provisions of Sections 26(a) and 
27(c)(2) of the Act be, and hereby is, granted, effec- 
tive forthwith, subject to the following conditions to 
which Applicants have consented: (1) that the charge 
under the variable annuity contracts for administrative 
services shall not exceed such reasonable amounts as 
the Commission shall prescribe, jurisdiction being 
reserved for such purpose, and (2) that the payment of 
sums and charges out of the assets of the separate 
account shall not be deemed to be exempted from 
regulation by the Commission by reason of the requested 
order, provided that Applicants’ consent to this condi- 
tion shall not be determined to be a concession to the 
Commission of authority to regulate the payment of 
sums and charges out of such assets, other than the 
charges for administrative services, and Applicants reserve 
the right in any proceeding before the Commission, or 
in any suit or action in any court, to assert that the 
Commission has no authority to regulate the payment 
of such other sums and charges. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8498/September 13, 1974 


In the Matter of 


IDS LIFE INSURANCE COMPANY 
IDS LIFE VARIABLE ANNUITY FUNDA 
IDS LIFE VARIABLE ANNUITY FUND B 


IDS Tower 
Minneapolis, Minnesota 55402 


(812-3670) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 15(a) 


IDS Life Insurance Company (““Company”’), a stock life 
insurance company organized under the laws of the State 
of Minnesota, and IDS Life Variable Annuity Fund A 
(“Fund A”) and IDS Life Variable Annuity Fund B 
(“Fund B”) (collectively ‘’Funds”), both of which 

are open-end, diversified management investment com- 
panies registered under the Investment Company Act 

of 1940 (““Act’’) (hereinafter collectively referred to 

as ““Applicants”), have filed an application, pursuant 

to Section 6(c) of the Act, for an order of the Com- 
mission exempting Applicants from the provisions of 
Section 15(a) of the Act to allow Company and its 
parent, Investors Diversified Services, Inc. (““IDS’’), to 
continue to act as investment advisers to Funds on the 
same terms and conditions as stated in their investment 
advisory agreements from the time of the proposed rein- 
corporation of IDS in Delaware until the Funds’ next 
annual stockholder meetings. Applicants further request 
that, in the event the Funds’ next annual stockholders 
meetings are adjourned because of a lack of a quorum, 
the exemptive relief from the provisions of Section 
15(a) of the Act be extended until such meetings are 
reconvened, within 30 days of adjournment. 


On August 12, 1974, a notice (Investment Company 

Act Release No. 8458) was issued of the filing of said 
application. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dis- 
posing of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 


that the application for exemption from Section 15(a) 
of the Act be, and hereby is, granted, effective forth- 
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with. 
For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8499/September 13, 1974 


In the Matter of 


INVESTMENT MANAGEMENT SERVICES, INC. 
c/o Donald L. Herskovitz 

815 15 Street, N. W. 

Washington, D. C. 20005 


(811-2030) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“‘Act’’), to declare by order on its 
own motion that Investment Management Services, Inc. 
(“Company”), registered under the Act as an open-end, 
diversified, management investment company, has 
ceased to be an investment company as defined in 

the Act. 


The Company was organized as a Delaware corporation 
on October 27, 1969 and registered under the Act by 
filing a Form N-8A Notification of Registration on 
February 24, 1970. The Company never filed a Regis- 
tration Statement on Form N-8B-1 nor any. Registration 
Statement under the Securities Act of 1933. It never sold 
any shares, it has no assets, and the Commission’s records 
indicate that the organizers of the Company have no 
intention of ever commencing the Company’s operations. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon 
application, finds that a registered investment company 
has ceased to be an investment company, it shall so 
declare by order, and, upon the effectiveness of such 
order, the registration of such company shall cease to 
be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 8, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and 
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the issues, if any, of fact or law proposed to be contro- 
verted, or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such commun- 
ication should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy 
of such request shall be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the Company at 
the address state dabove. Proof of such service (by affi- 
davit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the appli- 
cation will be issued as of course following October 8, 
1974, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 

a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6507/September 9, 1974 


SEC v. CHARTER DIVERSIFIED SERVICES, et al. 
(C.D. CA.) 
Civil Action No. CV 74-2527 


Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office of the Securities and Exchange Commission, 
announced that a complaint has been filed on August 29, 
1974, in U. S. District Court at Los Angeles, California, 
seeking to enjoin Charter Diversified Services, located 

at 1901 Avenue of the Stars, Los Angeles, California, 

and the following additional defendants: Charter Se- 
curities Management Corporation, Dual-Vest Research 
Corporation, and Pegasus Management Corporation 
(wholly-owned subsidiaries of Charter Diversified Ser- 
vices); Ronald J. Laraneta, Joseph J. Laraneta, and Michael 
E. Long, officers and directors of Charter; Basque Enter- 
prises, Inc., a privately-held corporation owned by Ron- 
ald Laraneta; California Bankers Trust Company, a Los 
Angeles company which served as custodian for the assets 
of The Pegasus Fund, Inc., Vanderbilt Mutual Fund, Inc. 


and Pegasus Income and Capital Fund, Inc. (hereinafter 
collectively referred to as The Funds); Thomas Channell 
and Fred J. Straeter, officers of California Bankers 
Trust; Oh Boy! Industries, Inc., a San Fernando, Cali- 
fornia processor of frozen food, and its president, Pietro 
Vitale, who aiso served as a director of Vanderbilt Fund 
and Pegasus Fund; Burreson & Co., a Los Angeles based 
real estate development company, and its affiliates, 
Commercial Petro-Gas, North American Credit Corp.; 
Rodney H. Burreson of Tarzana, California, and Billy J. 
Neighbors of Nine Mile Falls, Washington, officers of Bur- 
reson & Co. 


The Commission’s complaint alleges fraud and related il- 
legal conduct with regard to: (1) The Funds’ purchases of 
$3,500,000 of debentures of Burreson & Co. and its affili- 
ates during the period July 1973 through March 1974, 

(2) The Funds’ purchase of $900,000 of the unregis- 
tered securities of Oh Boy! Industries, Inc., and (3) the 
mismanagement of The Funds by the Charter companies. 


The complaint alleges that in connection with the purchases 
by the Vanderbilt Fund and Pegasus Fund in July 1973 of 
$850,000 of Burreson & Co. debentures, the defendant 
Charter, Pegasus Management, Ronald and Joseph Laraneta, 
Long, CBT, Channell, Straeter, Burreson, Burreson & Co. 
and Neighbors engaged in a scheme whereby $500,000 of 
the proceeds purportedly to be used by Burreson & Co. as 
working capital was instead used by the defendants to 
coliateralize a loan that Charter received from a local bank. 
At about this time CBT was allegedly appointed custodian 
of the assets of The Funds. The complaint also alleges that 
the debentures were secured by all-inclusive trust deeds, 
rather than more secure first trust deeds as represented. 
The complaint alleged The Funds made further purchases 
of the debentures of the Burreson companies amounting to 
$2,650,000 during the period July 1973 through March 
1974. In connection with these transactions, the defendants 
Charter, Dual-Vest, Pegasus Management, the Laranetas, 
Long, Burreson, Neighbors, Burreson & Co., Commercial 
Petro-Gas, and North American Credit Corporation caused 
$150,000 of the proceeds of these purchases to be lent 
back to Charter companies. In June 1974, Burreson & Co. 
filed for reorganization under the bankruptcy act. 


The complaint also alleges that on October 23, 1973, the 
defendant caused Pegasus Income and Capital Fund to pur- 
chase $900,000 of the restricted debentures of Oh Boy! 
Industries and that on the following day $550,000 of these 
funds was loaned to Charter. 


The complaint in addition alleges a series of transactions in 
which the Management companies did not act in the best 
interests of The Funds, including: (1) in 1973, the Pegasus 
Fund loaned or advanced Charter Securities $500,000 with- 
out disclosing the fact to the board of directors of The Funds, 
(2) The Funds’ assets were used by Charter in helping it 
obtain loans at local banks by causing The Funds to set up 
a bank account at a bank in exchange for Charter receiving 
a loan from that bank, and (3) on many occasions in con- 
nection with The Funds’ portfolio transactions, Charter 
Securities would purchase a stock on one day, however, it 
would wait several days to see if the price of the stock ad- 
vanced or declined. If the price advanced, Charter Securities 
would not sell it to The Funds but rather to Charter Diversi- 
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fied, the parent company; however, if the price of the 
stock dropped, Charter Securities would sell the stock to 
The Funds and mark the confirmation “as of.”’ 


On September 3, 1974, Chief Judge Albert Lee Stephens, Jr. 


of the U. S. District Court in Los Angeles, entered an order 
appo‘nting Alan R. Gordon of Fine & Pope, 9800 S. Sepul- 
veda Bivd., Suite 700, Los Angeles, California 90045, as 
special counsel for the Vanderbilt Mutual Fund, Pegasus 
Fund, and Pegasus Income and Capital Fund. In such capa- 
city, Mr. Gordon is responsible, among other things, for 
conducting a full investigation of the affairs of The Funds, 
to institute all suits necessary on behalf of The Funds, and 
to determine whether there has been a breach of duties 
owed to The Funds by present or former officers, direc- 
tors or employees or other persons. The Court's order also 
provided for the appointment of additional interim direc- 
tors for The Funds who will constitute a majority of the 
Boards of Directors of The Funds. 





Litigation Release No. 6508/September 9, 1974 


SEC v. PROGRESSIVE INVESTMENT CORPORATION, 
et al. (D. Az.) 
Civil Action No. 70-640-Phx.WEC 


Gerald E. Boltz, Administrator of the Los Angeles Region- 
al Office, today announced that on August 19, 1974 the 
Honorable Walter E. Craig, U. S. District Judge at Phoenix, 
permanently enjoined El Gran Motors Corporation of Tuba 
City, Arizona, from future violations of the registration 
provisions of the Securities Act of 1933 in connection with 
the offer and sale of the securities of El Gran or any other 
securities. The defendant consented to the injunction with- 
out admitting or denying the Commission’s allegations. 


The injunction follows the filing of a complaint on Novem- 


ber 23, 1970, in which 25 defendants were named. For addi- 


tional information refer to Litigation Release Nos. 4827 
and 5081. 





Litigation Release No. 6509/September 9, 1974 


SEC v. IMPERIAL TRUST COMPANY, et al. (D. Az.) 
Civil Action No. 74-600-Phx.WPC 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office, today announced the filing of a complaint on Sep- 
tember 3, 1974 against imperial Trust Company, Interna- 
tional Trust Company, Charles A. Fritsinger, Sr. and Char- 
les A. Fritsinger, Jr., alleging violations of the registration 
and anti-fraud provisions of the Securities Act of 1933 and 
the anti-fraud provisions of the Securities Exchange Act of 
1934. The Complaint, filed in U. S. District Court in 
Phoenix, Arizona, alleged that the defendants have offered 
and sold unregistered securities in the form of warrants and 
common stock in Imperial and International and that in 
connection with such offers and sales have made misrepre- 
sentations and omissions of facts to investors. 
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Litigation Release No. 6510/September 10, 1974 


William D. Moran, Administrator of the New York Region- 
al Office, announced that on August 8, 1974, and upon theS 
consent of the defendants, U. S. District Judge John T. Cur. ’ 
tin of the Western District of New York in Buffalo signed 
an order extending a temporary restraining order entered 
July 22, 1974, and modified August 1, 1974, until the con- 
clusion of the consolidated hearing and trial of the Com- 
mission's action against International Scanning Devices, Inc. 
(“ISD*’), International Chemical Development Corp. 
(“ICDC”), Columbia Security and Transfer, Inc. (““Colum- 
bia”’),, Louis P. Mirando (“Mirando”), Louis G. Meurer, III 
(‘‘Meurer’’), C. E. Martin Co., Inc. (“Martin, Inc."’), Char- 
ies E. Martin (‘‘Martin’’), EPC Securities (““EPC’’), Castle 

A. Sam (‘““Sam’’), Donald W. Collins Company (‘Collins 
Co.”), and Donald W. Collins (““Collins’’), all defendants in 
a suit filed by the Commission in Buffalo on July 19, 1974. 


The Order restrains ISD, 1|CDC, Columbia, Mirando and 
Meurer from violating the registration provisions of the 
Securities Act of 1933 and from violating the anti-fraud 
provisions of the Securities Act of 1933 and the Securi- 
ties Exchange Act of 1934. The Order also restrains ISD 
and Mirando from violations of the periodic reporting pro- 
visions of the Securities Exchange Act of 1934 and freezes 
the assets of defendants ISD, ICDC, Mirando and Meurer. 


Collins Co. and Collins consented, without admitting or 
denying the allegations of the Commission's complaint, to 
the entry of a final judgment of permanet injunction 
against them, which judgment was signed by Judge Curtin 
on August 1, 1974. Defendants Martin, Inc. and Martin 
failed to answer the Commission’s complaint, and a default 
judgment was entered against them by Judge Curtin on 
August 26, 1974. The judgments permanently enjoin Collins 
Co., Coliins, Martin, Inc., and Martin from violating Sections 
5(a) and 5(c) of the Securities Act of 1933 with respect to 
the securities of ISD and any other securities. 


Please refer to Litigation Release No. 6445 for further in- 
formation pertaining to this action. (SEC v. International 
Scanning Devices, Inc., et al. U.'S.D.C. W.D.N.Y. Civ. 74- 
351). 





Litigation Release No. 6511/September 10, 1974 


SEC v. E.T.&T. Leasing, Inc., REUBEN HURWITZ 
(D.D.C., Civil Action No. 74-842) 


William R. Schief, Regional Administrator of the Washing- 
ton Regional Office of the Securities and Exchange Com- 
mission, today announced that on September 3, 1974 

U. S. District Court Judge John H. Pratt entered a Final 
Judgment of Permanent Injunction against E.T.&T. Leas- | 
ing, Inc. and Reuben Hurwitz, its president and controlling 
shareholder, both of Baltimore, Maryland enjoining them 
from failing to file and failing to cause to be filed with the 
Commission timely and proper periodic and current re- 
ports as required by Section 15(d) of the Securities Ex- 
change Act of 1934. 
























jins 
ons 












Previously, on April 30, 1974 the Commission suspended 
the over-the-counter trading in the securities of E.T.&T. 
Leasing, Inc. for one ten-day period because of the un- 
availability of adequate and accurate information about 
the financial condition of the company. 


For further information, see Litigation Release No. 6391. 





Litigation Release No. 6512/Septeimber 11, 1974 


SEC v. UNITED STATES TANK CAR CORPORATION 
(N.D. CA) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Region- 
al Administrator of the San Francisco Branch Office, an- 
nounced that on September 10, 1974 a complaint was 

filed in the U. S. District Court for the Northern District 

of California alleging violations of the anti-fraud provi- 
sions of the federal securities laws by United States Tank 
Car Corporation (“’U.S.T.C.”’) and its President and sole 
shareholder, Bernhard Dohrmann (“‘Dohrmann’’). The 
complaint alleges that between August 31, 1973 and 

the present D.S.T.C. and Dohrmann violated Section 17(a) 
of the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 there- 
under in connection with the offer and sale of interests 

in the U.S.T.C. 1973 Tankcar Management Program 

(1973 Program”). The complaint seeks a temporary 
restraining order and preliminary and permanent injunc- 
tions against U.S.T.C. and Dohrmann and the appointment 
of a receiver over U.S.T.C. 


According to the Commission’s complaint and other 

papers filed with the Court, a registration statement 
covering the 1973 Program became effective with the 
Commission on August 31, 1973. The 1973 Program 
consisted of the offer to purchase for investors from 
manufacturers a specified type of railroad tank car and 

the offer to manage those tank cars for investors in a 
partnership pool. U.S.T.C. was obligated to buy the tank 
cars, accept delivery for investors, arrange for the tank 

Cars to be leased to users, collect and pool the lease pay- 
ments, and distribute the payments, after management fees 
and expenses, to investors. The registration statement 

for the 1973 Program covered securities to be sold as units 
made up of 500 tank cars with management arrange- 
ments. Each unit was priced at $29,550. Between 

August 31, 1973 and June 30, 1974, U.S.T.C. sold 305 
units for $9,012,750 and received approximately $222, - 
000 as partial payment on another 42 units. This money 
was deposited in escrow banks, which have to date 

paid $878,300 to tank car manufacturers. 








Litigation Release No. 6513/September 11, 1974 


SEC v. STANDARD RESOURCES, INC. AND 
CHARLES H. BRANSTETTER 
(D. Nev., Reno Div.) 


Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office, and Leonard H. Rossen, Associate Regional 
Administrator of the San Francisco Branch Office of 

the Securities and Exchange Commission, announced that 
on September 9, 1974, the Commission filed a complaint 
in U. S. District Court for the District of Nevada, Reno 
Division, against Standard Resources, Inc. (““SRI’’) and 
Charles H. Branstetter (“Branstetter’’) seeking prelimin- 
ary and permanent injunctions against further violations 
of Section 10(b) of the Securities and Exchange Act of 
1934 and Rule 10b-5 thereunder and Sections 5(a) and 
5(c) of the Securities Act of 1933 in connection with 

the sale of securities of SRI. 


The compiaint alleges that SRI, a Nevada mining com- 
pany, and Branstetter, its president, in connection with 
the offer and sale of SRI common stock and SRI con- 
vertible notes, have: stated that SRI had a $1,750,000 
contract to produce tungsten, but omitted to state 

SRI did not have the capital it needed to operate the 
mine; stated that the Veta Grande Mine, its major asset, 
contains 35 million tons of ‘‘proven” ore reserves, when 
in fact this amount has not been “proven”; stated that 
the Veta Grande ore mass contains six ounces of silver 
per ton, but omitted to state that SRI has not done 
adequate smapling to prove that the silver persists 
throughout the entire ore mass, and stated that SRI has 
processed silica, but omitted to state that SRI has not, 
to date, produced or sold any commercially acceptable 
silica. 


In addition, the complaint alleges that the defendants 
made misleading statements and statements containing 
material omissions regarding the value of SRI’s Marina 
sand plant, Acamar corporation stock, Carter Springs 
Mining Company Stock, and certain other properties. 
Finally, the defendants are alleged to have made mis- 
leading statements about their ability to sell out the 
stock offering, and have omitted to tell some prospec- 
tive note purchasers about a silver bullion option 
offered in conjunction with the notes but not dis- 
closed in the prospectus. 


The complaint also alleges that between March 31, 
1974 and September 30, 1972, SRI sold approximate- 
ly 304,000 shares of unregistered common stock. 


The prospectus included in the 1973 Program registra- 
tion statement represented that U.S.T.C. would be able 
to obtain delivery of tank cars within 60 to 120 days 
of orders placed with manufacturers, which were to 

be made as soon as U.S.T.C. received each investor's 
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money. No income could be expected by investors and 
no tax deductions claimed by investors until the tank 
cars were delivered. The Commission alleges that U.S.T.C. 
and Dohrmann knew, during most if not all of the offer- 
ing period, that the delay between an order and delivery 
would be from 270 to 365 days. 


During the offering, U.S.T.C. and Dohrmann represented 
orally to investors that U.S.T.C. had previously made 
arrangements with manufacturers so that tank cars would 
be quickly available to investors. The Commission alleges 
that no such arrangements had been made. 


The prospectus stated that each investor's $29,550 in- 
vestment would be at least sufficient to purchase the 
specified type of tank car and prepare it for service. The 
Commission alleges that U.S.T.C. and Dohrmann knew, 
during most if not all of the offering period, that if the 
specified tank cars were purchased, the cost would ex- 
ceed investors’ investments so that the investment would 
be economically impossible without U.S.T.C.'s financial 
support. U.S.T.C. was and is unable to provide such 
support. Knowing this, the only contracts obtained by 
U.S.T.C. were for cheaper tank cars with fewer desir- 
able characteristics than those offered in the prospectus. 
The cost of even the cheaper tank cars made the 1973 
Program economically impossible. 


U.S.T.C. and Dohrmann sent to investors and others 
various documents, including “Certificates of Ownership,” 
insurance invoices and Interstate Commerce Commission 
registration filings, purporting to demonstrate that in- 
vestors’ tank cars had been delivered. The Commission 
alleges that none of the 305 tank cars sold to investors 
had been delivered or even manufactured. 


The Commission also alleges that U.S.1.C. is hopelessly 
insolvent, with only minimal income and no assets, 

and that the danger exists that U.S.T.C. and Dohrmann 
will dissipate the funds of others, cause 1973 Program 
investors further loss, alter or destroy corporate records 
and continue to violate the federal securities laws unless 
enjoined and unless a receiver is appointed. The Com- 
mission seeks to have the receiver, among other things, 
directed to advise the Court whether alternatives exist 
to reduce the losses of 1973 Program investors. 





Litigation Release No. 6514/September 11, 1974 


SEC v. AMPCO-AMERICAN MINERAL AND PETROLEUM 
CORPORATION, et al. 
(W.D. Wash., Civil Action File No. C74-219S) 


Jack H. Bookey, Administrator of the Seattle Regional Of- 
fice of the Securities and Exchange Commission, announced 
today that on September 5, 1974, the Honorable Morell E. 
Sharp, United States District Judge for the Western District 
of Washington at Seattle, appointed Richard D. Auerbach of 
Bainbridge Island, Washington, as Receiver of AMPCO- 
American Mineral and Petroleum Corporation, The Cornish 
Corporation, First Northwestern Financial Association, 
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and subsidiaries, for the following purposes: 


1. To manage the business operations of these corporations 
for the protection of their creditors, including debenture 
holders; 


2. To conserve and protect the assets of the corporations, 
and manage them to preserve the status quo to the extent 
reasonably practical to do so; 


3. To obtain an accounting of the assets and liabilities of 
the corporations; and 


4. To effect an orderly liquidation of the corporations. 


This appointment superseded the special master, with more 
limited powers, appointed by the Court on June 10, 1974. 


Assets of the corporations include about $800,000 of cash, 
United States Government treasury bills, and other inter- 
est-bearing securities. The assets also include mineral pro- 
specting permits, oil and gas leases, and other interests in 
real property, including real estate contracts receivable, all 
of indeterminate value. 


For previous information, see Litigation Releases No. 
6356/May 7, 1974 and No. 6409/June 25, 1974. 





Litigation Release No. 6515/September 11, 1974 


SEC v. CLENDENIN CORPORATION, et al. 
(U.S.D.C., Md., Civil Action No. K74-794) 


William R. Schief, Administrator of the Washington Region- 
al Office, announced that on August 30, 1974, the Honor- 
able Frank A. Kaufman, U.S. District Judge for the District 
of Maryland, entered a default judgment permanently en- 
joining Clendenin Corporation and Thomas F. Clendenin, 
both of Silver Spring, Maryland, from further violations of 
the anti-fraud, registration and false filing provisions of the 
Investment Advisers Act of 1940 and the anti-fraud provi- 
sions of the Securities Act of 1933 and the Securities Ex- 
change Act of 1934 in connection with their busiriess as in- 
vestment advisers or in connection with the offer, purchase 
or sale of securities. 


In its complaint filed July 29, 1974, the Commission alleged 
that the defendants violated the anti-fraud provisions of the 
federal securities laws in connection with the management of 
advisory accounts and the offer and sale of the securities of 
Clendenin Corporation and of other issuers. In addition, they 
are charged with violating the false filing provisions, of Sec- 
tion 207 and the registration provisions of Section 203 of 
the Investment Advisers Act of 1940 in that they are alleged 
to have wilfully made untrue statements of material fact and 
wilfully omitted to state required material facts in an appli- 
cation for registration as an investment adviser, in amend- 
ments to such registration, and in a Notice of Withdrawal 
from Registration as an Investment Adviser. 


For further information see Litigation Release No. 6458. 
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